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AUDITING BY AND FOR TAX 
AUTHORITIES* 


by 
A. STUART ALLEN 


Incorporated Accountant 


Since the International Congress is mainly concerned with the subject matter in its 
reactions on accountants’ professional activities, and as the taxes which mostly engage their 
attention are those annually imposed upon profits and income, the first practical approach 
must be the study of the duties falling upon practising accountants in the ordinary routine 
of assessment and collection of these income taxes. 


STATUS OF THE PROFESSIONAL ACCOUNTANT. 

It is a truism that the profits of a trading entity for any statutory purpose must 
originate with the books of prime record and proceed thence by stages to the trading and 
profit and loss accounts and balance sheets, then to the final phase of the adjustments 
necessary to transform the commercial profit into its statutory counterpart. It is equally 
clear that the State must take power to intervene in this process at some stage, and it 
follows that the function of the professional auditor must to some extent vary inversely 
with the statutory powers conferred upon the officials. 

In several countries, for instance Germany, Hungary and Norway, the accounts to 
be kept by trading enterprises are prescribed by law, and where this is true it is almost 
a natural sequel that the State should employ officials whose duty it is to see that the 
statutory regulations are implemented. 

In other countries, notably Australia, Holland and the United Kingdom, the statutory 
requirements as to certain types of books to be kept do not extend beyond limited liability 
companies, and even so, the regulations are devised mainly for the protection of the 
shareholders and not for the benefit of the State in relation to taxation. Where the 
statutory requirements are of this partial character it would usually be inappropriate for 
the State in its taxing acts to take powers of examination of records which are not in 
common use, whence it follows that any powers of investigation conferred upon State 
officials in such circumstances usually partake of a more general character. 

Naturally the extent of the functions performed by the State auditors goes far to 
determine the degree to which reliance is placed upon the independent professional 
accountant. For example, in the United Kingdom there is no statutory right vested in 
the State to employ accountants or auditors for the investigation of the books and records 
of the taxpayer. In practice investigations are altogether exceptional and are confined 
mainly to cases of evasion and fraud. Virtually the whole of the auditing work leading 
up to the ascertainment of the taxable profits rests upon the qualified accountant, and 
probably in no other country in the world is the same degree of responsibility borne by 
the professional man. It is interesting here to record that in the taxation statutes of the 
United Kingdom the rights of the accountant in relation to taxation matters are limited 
to one brief provision empowering him to appear and be heard on behalf of his client 
before the Appeal Commissioners. This very limited statutory right is in direct contrast 
with the great part which he actually plays in taxation matters. 


GOVERNMENT AUDITS. 
The different degrees of State intervention can be illustrated by the cases of Germany, 
Holland and the Scandinavian countries. 


*A General Paper. 
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In Germany and Holland the State auditors are employed by the Governments and 
are empowered to examine into and verify the books and records of any taxpayer and 
to report thereon to the appropriate State department. Thus, effectively, in_ these 
countries the State has the power to calculate the liability in the case of any individual 
taxpayer by reference to the original trading records. It will be realised that in countries 
where the State possesses and exercises powers of detailed examination into the taxpayer's 
records, the task of the professional accountant employed by the taxpayer himself 
becomes particularly onerous by reason of this over-riding right of investigation vested 
in the fiscal authorities. 

In Holland the professional auditor of any taxpayer with the consent of his principal 
can submit to the State department the taxpayer’s accounts and his report thereon, 
The higher the reputation of the auditor the more likely it is that the State department 
will accept the accounts and the auditor’s report and the taxation returns founded 
thereon. In special cases, however, the State will exercise its right to have an independent 
audit performed, and it will be readily realised how serious it would be for the professional 
auditor should it be found that the report and accounts prepared by him showed materia! 
differences from those resulting from the investigation by the State offcial. 

In the Scandinavian countries the method favoured is that professionally known as 
“the test check” in that the various assessment authorities are empowered in certain 
cases to employ professional auditors to conduct on behalf of the fiscal department an 
independent examination of the books and records of the taxpayer. Usually this 
independent report is made available both to the State department and to the taxpayer, 
who thereupon has a right of objection. In Norway and Sweden the test check is applied 
at the discretion of the fiscal authority, but in Denmark the right is limited to cases of 
difficulty where the liability is in dispute. Once again the onus is on the professional 
auditor employed by the taxpayer himself to ensure that his duties are discharged with 
the fidelity which will command a ready acceptance of the accounts by the State 
department. 

The German method is conspicuous for its thoroughness, the programme of the official 
audit being to conduct an investigation of the accounts of important businesses at least 
once in every three years. Public companies, however, must submit annual accounts 
with an audit report thereon to the State department. 


INDEPENDENT ACCOUNTANTS EMPLOYED BY GOVERNMENT. 

A variant of the permanent State official acting as an auditor of the taxpayer’s records 
is to be found in Sweden, where it is apparently the custom to retain qualified auditors 
in the service of the provincial taxing authorities for varying periods. 

Sweden also has the distinction of employing professional accountants at a stage 
in the assessing procedure where their expert knowledge can be applied with the greatest 
ettect and advantage both to the State and to the public in securing equity of incidence 
of the income taxes. It seems that the practice is growing up of employing professional 
auditors as members of the Committee of Taxes appointed by the appropriate provincial 
administration, and the method of appointment of the committees is designed to ensure 
that persons competent to deal with the various branches of trade and industry are 
adequately represented thereon as well as the legal and accountancy professions. 


STATE AUTHORISED AND PROFESSIONAL AUDITORS. 
The next in order of attachment to the State department is the professional auditor 
who acquires his status by being registered as a State-authorised auditor. This system 
obtains in Denmark, Germany, Norway and Sweden. 
By far the largest class, however, is the auditor who is a member of an independent 
professional body and acquires his qualification by obtaining a diploma from that body. 
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THE BRITISH TAX SYSTEM. 


It is a fact, especially where income tax has been in force for a lengthy period, that 
it is extremely difficult to reconcile the practice of administration with the statutory 
foundation on which it rests. This is true to a peculiar extent of the United Kingdom, 
the country with whose system I am naturally most familiar. 

The tradition of the liability of the individual to contribute according to his means to 
the outlay of the State has always been one of the most potent factors in the fiscal system 
of Great Britain. It is hardly surprising to find that in the course of nearly a century and 
a half, experience, coupled with the economic advance of the country, has caused such a 
development of the practical administration of the tax that to-day it is difficult to reconcile 
the actual work of assessment and collection with the law on which it rests. In other 
words, the administration relies largely on custom and practice with but a slight 
foundation of statutory authority. A relatively slender volume of Acts of Parliament 
is interpreted in the light of an immensely larger bulk of case law which is constantly 
and rapidly growing. 

Suffice it to say that, although the functions of the State department have expanded 
enormously in course of time, its statutory powers, save in certain special aspects, remain 
practically unaltered, the State relying on the accounts and statements rendered by the 
taxpayer with the assistance of professional auditors, who not only prepare and certify 
the accounts of the trader, but negotiate on equal terms with the State officials in arriving 
at a proper calculation of the liability. 


REVIEW OF NATIONAL PAPERS—ASSESSMENT AND COLLECTION. 


AUSTRALIA. 

The laws governing the income tax and sales tax in Australia require the taxpayer to 
furnish regular returns. The onus of preparation of these returns lies with the taxpayer, 
who is solely responsible for their accuracy, even when he has engaged an agent to act 
for him. 

Profits for income tax purposes are ascertained from the annual accounts, subject to 
certain adjustments required by the Acts. The annual audit required by the Companies 
Acts is useful, although it is normally conducted in the interests of the shareholders or 
proprietors, with no special reference to taxation. There is no regular examination of 
taxpayers’ books purely for tax purposes. 

An audit or investigation by government officials is conducted in special cases when 
there is suspicion of important irregularities in the taxpayer’s returns. 


DENMARK. 

The Danish national paper epitomises the position in Denmark as follows :— 

“The tax basis which has the most connection with the taxpayer’s account books is 
State income and property tax and residence and earnings tax in the parishes. 

“The Board of Taxes itself undertakes the control and auditing of the tax basis, so 
that the work of the auditor in relation to the taxpayers is of an advisory nature. It is, 
however, very important in the sphere of income and property tax. The work in this 
sphere is considerable and much appreciated by the Board of Taxes. The work even goes 
so far that the highest authority for income and property tax matters—the chief Assessor 
of the country—claims the help of State-authorised auditors in some difficult cases, and 
the local Boards of Taxes—the Assessors—can, with the approval of the State Board of 
Taxes, get the help of consultants versed in accounts.”’ 


GERMANY. 

In Germany the finance authorities regularly inspect accounting books themselves. 
The post-war years have brought many changes in the German system of taxation. 
Assessments are based on the annual accounts drawn up according to the provisions of 
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the commercial law, but with numerous modifications prescribed by the various regulations 
of the tax law. The modifications have become so extensive that it is now necessary 
to draw up two separate balance sheets, one in accordance with commercial practice and 
one for taxation purposes. These differences have led to corresponding differences between 
the complete audit of the accounts by a professional auditor, which is required by law 
to be carried out annually, and the audit for tax purposes by an official of the Business 
Auditing Service of the Reich Finance Administration. 

Taxpayers may rely on the advice of their auditors and other professional advisers, 
“ Whereas the official admission by the Revenue Department as ‘ Helper in Tax Matters’ 
is obtainable relatively easily by members of independent professions and is, for example, 
granted to professional auditors by law, admission as ‘ Tax Adviser’ is more difficult. 
Men experienced in tax matters who are in an independent profession can only be admitted 
with the consent of the Reich Ministry of Finance, whereas for others admission as tax 
advisers shall be made dependent on attendance at a Reich financial school (there is no 
examination, but admission depends on expert recommendation). 

According to the position in the middle of 1937, the following act as tax auditors and 


advisers :— 

1. Officials and accountants of the Reich Finance Administration ... about 3,000 
2. Professional accountants acting as tax advisers (out of a total of 

about 1,100) om ae a 300 
3. Members of independent professions admitted as s tax advisers ‘(industrial 

trustees, lawyers, etc.) ... one » 2,300 
4. Admitted as helpers in tax matters (excluding the industrial auditors, 

lawyers, etc., who are admitted by law as above) __... wn or » 13,000” 


HOLLAND. 

The value of the services of professional Accountants was recognised in the business 
world many years before the fiscal authorities availed themselves of auditors to ascertain 
the amount of profits liable to tax. 

“As soon as auditing of the books is desirable, the Inspectors call in the assistance of 
the State Accountant, their investigations at the tax collector’s office remaining of a 
simple nature. 

The government accountant is not subordinate to the Inspector, which in this country 
is a rather widespread conception, and he stands quite independently beside him, officially 
on an equal footing.” 


HUNGARY. 

In Hungary the board of assessment has been charged to examine commercial books 
at least every three years. The examination is to be effected by the accounts experts 
of the Board of Assessment, assisted by economic controllers as advisers. 


Norway. 

The peculiar difficulties to be faced in Norway are clearly indicated by the following 
quotation from the national paper :— 

“Under the statutory definition of income, the gross income is to be composed of 
the sum which the person liable to tax has earned in money or money’s worth in-the past 
tax period (tax year) to December 3lst. From this gross income there is first to be 
deducted, under the tax law, all interest on debts of the taxpayer, and also all expenditure 
which is clearly a cost of gaining the income. 

It is incumbent on every trader to see that he has a systematic and complete set of 
books, which shall show the capital position, the course of business and the application 
of the assets, including especially what the business has paid to the proprietor, or to 
others on his account. The work of the accountant has developed in recent years in 
the direction that he is often resorted to, in his professional capacity, as tax adviser.” 
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SWEDEN. 

In Sweden, tax assessments are based on returns made by taxpayers. Taxpayers 
often seek professional advice in matters of taxation from lawyers, and also—to an 
increasing extent—from professional accountants. 

Assessments are made in each Province by a Board of Taxes, among whose members 
there is often a professional accountant. The Audit Committee review assessments on 
appeal, but may also do so where no appeal has been made. An official audit of the 
taxpayer's books may be carried out at any time by direction of the Provincial Treasurer. 
Auditors employed for this purpose are not permanent Government employees, but are 
engaged under contract from time to time. They are not often Authorised Accountants, 
probably owing to the restriction on undertaking other work during the currency of a 
contract. 


APPEALS AND THE FUNCTIONS OF THE PROFESSIONAL ACCOUNTANT. 


AUSTRALIA. 

The taxpayer in Australia has in the first place a right of objection to an assessment 
made upon him both for the Federal and the State Income Taxes to the appropriate 
Commissioner of Taxes, the official appointed by and responsible to the Federal or the 
State Government, who thereupon takes into consideration the objection and any evidence 
or information which the taxpayer has furnished in support thereof, and may there- 
after amend the assessment, serving notice of amendment upon the taxpayer. This 
does not necessarily conclude the matter since the taxpayer has a further right to require 
that his appeal shall be heard either by the Board of Review or of Appeal, or, in certain 
cases, by the Court. The Boards of Review and of Appeal are permanent courts appointed 
by the Governor-General of the Commonwealth or the Governor of the State. 

In some cases the taxpayer can be represented before the Board of Appeal or Review 
by anyone he may choose to nominate, and frequently this function is performed by 
practising accountants. In any event both the Government departments and the Board 
of Review or Appeal look to the accountancy profession for the preparation and sub- 
mission of the facts and figures which constitute the main data on which their decisions 
are based. 


DENMARK. 

Assessments to the Danish income and property taxes are made in the first instance 
by Councils chosen by the Municipal Government, their assessments being subsequently 
verified by the tax assessors appointed for each district. Above these district assessors 
are the chief assessors of the country to whom a right of appeal lies ; the latter also 
form the highest Court of Appeal against assessments to the Residence Tax to which 
assessments are made in the first place by the Board of Taxes. The authority enjoyed 
by the Board of Taxes is remarkably wide. 


GERMANY. 

For a variety of reasons the practice has grown up in Germany of preparing for taxation 
purposes a separate balance sheet, which may differ in material respects from the balance 
sheet prepared by an undertaking for the information of its shareholders or for other 
domestic purposes. The co-existence of two balance sheets is clearly not an ideal position, 
but as the law stands at present it is apparently inevitable. Indeed, legal decisions and 
administrative practice have increased the differences. The first step towards reconciling 
them was taken by the National Socialist tax reform of 1934, which modified the law 
relating to balance sheets from both aspects. The commercial balance sheet follows the 
principle of ‘‘ valuation as low as possible ’’ with ample provision for reserves. The tax 
law values each item as a part of the undertaking, and reserves which are only “ appro- 
priate’ or ‘‘ precautionary’ are not tolerated. The report of the auditor employed 


| 
ry 
nd 
en | 
aw : 
ma 
rs. | 
s’ 
le, 
It. 
ed 
ax 
no 
a 
nd 
ess F 
ain 
of | 
fa 
try 
, ee 
ring 
1 of 
ast 
. be ; 
‘ure 
t of 
tion | 
r to 
; in 
er.” 
7 | 


by the tax authorities contains both balance sheets. The report is sent to the Assessment 
Office and a copy is sent to the taxpayer, who has an opportunity of stating any objections 
before the assessment is made. Appeals against the assessment may be made to the 
Finance Officer, to the taxation tribunal and finally to the Reich Finance Court. The 


auditor is informed of the result. 


HOLLAND. 
The main tax payable by limited companies is the dividend tax, the tax charged on 


the proportion of the profits earned by companies which is distributed as dividend. This, 
however, has led inevitably to stringent inquiry by the Revenue authorities into the con- 
stitution of limited companies and investigation of the extent to which the profits are 
ostensibly distributed as dividend. The closest examination is made to ascertain whether 
the beneficial proprietors derive benefits from the company in ways other than by the 
distribution of dividend, and power is taken in certain extreme cases for the constitution 
of the undertaking as a limited company to be ignored. 

It will be appreciated that the more important disputes between the State and the 
taxpayer centre round limited companies and their constitution. As these are primarily 
legal questions, and particularly having regard to the complication of the fiscal laws, 
the position has grown up that persons known as tax counsel are habitually entrusted 
with the representation of the taxpayers in cases of dispute. The first tax counsel were 
usually persons with legal training who placed knowledge, obtained in the course of their 


duties, at the disposal of taxpayers. 


Norway. 
In Norway the assessments are made in the first place by the Assessment Committee 


and the Assessment Council, the taxpayer having a period of four weeks within which to 
appeal against the assessment. These objections are heard by the Higher Assessment 
Committee. A further right of appeal against the decision of this committee lies to the 
Provincial Tax Authority, above which is the National Tax Authority known as the 
Rikskattestyret, leaving the Royal Courts of Justice as the highest tribunal in tax 
matters before which legal actions are brought for settlement. 


ROUMANIA. 
In many countries it has frequently been recommended that the tribunals entrusted 


with the settlement of disputes between the State and the public relating to taxes on 
profits and earnings should have the advantage of the services of independent expert 
advisers and it has always been considered that a practising accountant was the most 
suitable type of expert. In Roumania this procedure has been in operation for several 
years and is stated to have achieved a high degree of success. 


SWEDEN. 

Tax returns in Sweden are made in the first place to the Committee of Taxes, which 
makes the assessment. Appeals against this assessment lie to the Audits Committee 
which, however, has the additional power of making adjustments where necessary in the 
taxpayer’s assessment without any appeal having been made. Further appeals against 
the decision of the Audits Committee may be made to the Court of First Instance, and 
finally to the highest tribunal, the Government Court of Justice. 


UnITED KINGDOM. 

It is hardly surprising to find that the writer of the British paper deals at length with 
the functions which as a matter of habit and practice the qualified accountant performs 
in relation to the taxation liabilities of his clients. ‘‘ It is certainly not too much to say 
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that in the absence of the loyal co-operation of the accountancy profession, supported 
by its high and accepted ethical standards, the present system of administration would 
be unequal to the task.” 

It is only in a negligible proportion of the more important cases which are actually 
heard by the Appeal Commissioners that the taxpayer is represented by anyone other 
than his accountant, and it is probably not going too far to say that the certificate of a 
properly qualified accountant is universally accepted by the Appeal Commissioners as 
conclusive of the accuracy of the accounts. The decision of the Appeal Commissioners 
is final on issues of fact, but if a point of law is involved either side can, by giving due 
notice, require a case to be stated for the opinion of the High Court. This right of appeal 
is the most valuable right which the taxpayer has, and not the least important of the 
accountant’s functions is the conduct of such appeals, the preparation of the facts and 
figures to be laid before the Commissioners, and the presentation of these to the tribunal 
in a clear and convincing manner. 


DIFFERENCES BETWEEN PROFITS FOR TAXATION PURPOSES AND FOR 
COMMERCIAL PURPOSES. 


In every country the statutory profits assessable to the various income taxes differ 
from the profits as determined for commercial purposes. Naturally, the degree of diver- 
gence varies materially in the various countries, and it is this degree which decides the 
practical method of ascertaining statutory profits from the accounts and records of each 
particular business. In Germany a state of complexity has been reached which requires 
the preparation of entirely separate accounts for the purposes of income tax, but this is 
the extreme case, since in most other countries it is found practicable to compute the 
statutory profit by grafting adjustments on to the results shown by the commercial 
accounts. 

In modern industry one of the most noticeable factors is the development and 
elaboration of machinery and plant. Expenditure on plant and machinery tends 
constantly to grow, and it is one of the major preoccupations of all concerned that in 
the ascertainment of the annual profits adequate provision shall be made for the real 
burden falling upon the industry in respect of the maintenance of the plant and equipment 
at its maximum efficiency. 

I would suggest, therefore, that the discussion should be directed to this important 
question in the following aspects :— 

The allowances granted by various taxation authorities :— 

1. In respect of depreciation, obsolescence and replacement of plant and machinery 

used for the purposes of trade or business. 

2. For the depreciation of factories and other industrial buildings. 

3. For the amortisation of wasting assets whether tangible or intangible. 

In regard to all these matters the most interesting aspect will be the contrast between 
the allowances granted for taxation purposes and the provisions which are deemed 
expedient from the commercial standpoint. 
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AUDITING OF CONCERNS’ 
by 


CHARLES J. G. PALMOUR 


Chartered Accountant 


INTRODUCTION. 

German accounting practice has made a definite contribution to accounting terminology 
in the use of the word Konzern, which appears to have no exact counterpart in English 
but which for the purpose of all the papers has been taken to mean “ holding company.” 
It is apparent, however, that the term has a wider meaning in Germany, covering, in 
addition to holding companies as generally understood, groups of undertakings linked 
together for economic purposes under centralised management. I propose to base my 
paper in the main on the auditing of ‘‘ concerns”’ which are operated as joint stock 
companies and to utilise the terms holding company and subsidiary company when 
referring to the head and constituent members of a Konzern respectively. 


HISTORICAL BACKGROUND AND DEVELOPMENT. 

Holding companies are essentially a product of the growth of large-scale business 
and concentration of capital which has taken place since the commencement of the 
twentieth century, and which received a great impetus in the years following the war 
of 1914-1918. 

The main objects of forming holding companies appear to have been the same in all 
countries from which papers have been submitted, namely, the elimination of competition 
by the amalgamation of numbers of businesses engaged in similar industries or the bringing 
within one control of the various stages in the production and distribution of particular 
groups of articles or services. 


LEGAL PROVISIONS IN REGARD TO ACCOUNTS 

In none of the countries to which the national papers relate does the law distinguish 
between holding companies and other public companies in the keeping of the accounts, 
and whilst most legal systems call for disclosure of specific items in the published accounts 
of public companies, whether holding or otherwise, in no instance is a precise form laid 
down. Thus, great reliance is placed on the judgment and discretion of the directors 
and auditors as to the most appropriate basis in each particular case. 

It is only in the various legal provisions dealing with disclosure in published accounts 
that one finds definitions of what are to be regarded as holding and subsidiary companies, 
respectively. Thus, in the U.S.A. Securities Act of 1933, and the Securities Exchange 
Act of 1934, the term “ parent,”’ 7.e., holding company, refers toa company which controls 
another, 7.e., a subsidiary company, directly or indirectly by the ownership of securities 
representing more than 50 per cent. of the voting power. In England the corresponding 
provision is to be found in the Companies Act, 1929, where a subsidiary company is 
defined as one in which the holding company owns one or more shares and further holds 
either more than 50 per cent. of the issued capital of the subsidiary or such a proportion 
thereof as gives voting control, or has power to appoint the majority of the directors. It 
is important to note, however, that direct ownership is necessary under English law in 
order to constitute one company a subsidiary of another: consequently, if A owns all the 
share capital of B, which in turn owns all the share capital of C, under English law 
B is a subsidiary of A and C is a subsidiary of B, but C is not a subsidiary of A, 
whereas it would be so under American law. In Germany the decisive factor is control 
of management, although in cases of doubt the holding of 25 per cent. of the capital is 
held to constitute ‘ participation.”’ 

In Sweden legal provision is made for the disclosure of investments in other companies, 


but there are no legal directions as to the definition or specific disclosure of investments 
*A General Paper. 
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in subsidiary companies. The legal position in France and Hungary appears to be 
somewhat similar to that in Sweden. 

In England a consolidated statement has no standing in law and the undermentioned 
particulars have to be shown under separate headings in the balance sheet of the 
holding company :— 

(a) The aggregate book value of the shareholdings in subsidiary companies. 
(b) The aggregate of the amounts owing by subsidiary companies to the holding company. 
(c) The aggregate of the amounts owing by the holding company to subsidiary companies. 

It is also necessary for the directors to annex to the accounts of a holding company 
a statement showing the basis on which the aggregate profits and losses of subsidiary 
companies have been dealt with in the accounts of the holding company and the subsidiary 
companies, together with particulars of any “‘ qualifications’’ in the reports of the 
auditors of the subsidiary companies. 

Practice has disclosed certain inherent weaknesses in these provisions. Thus, they 
apply only to direct subsidiaries and not to sub-subsidiaries ; further, as only the basis 
of dealing with profits and losses of subsidiaries has to be stated and not the amounts 
thereof, the statement does not necessarily convey more than a general indication of the 
trading results of the subsidiary companies. I suggest an appropriate subject for debate 
is as to what extent the profits and losses of subsidiaries ought to be disclosed. 


PRACTICE IN REGARD TO PUBLICATION OF ACCOUNTS. 

There is no uniformity in the method of presentation of annual accounts of holding 
companies. Consolidated financial statements were in fairly general use in the United 
States of America before there was any statutory recognition of them. There is still 
no legislation requiring their use for other than registration purposes—even this being 
optional—-but the need for a more comprehensive statement of the financial structure of 
present-day business-organisms has resulted in the general adoption of this type of annual 
account. In practice varying forms are adopted, and there is considerable divergence of 
opinion as to many detailed points arising on their preparation and construction, but 
with each form the ultimate object is the same, namely, to give a general picture of the 
combined financial condition of the holding company and its subsidiaries. 

In England, consolidated statements are issued by comparatively few holding com- 
panies, although the number tends to increase. The legal requirements for disclosure 
in the balance sheet are, in practice, not exceeded and most holding companies do not 
state separately in the profit and loss account the amount of profits or dividends brought 
in from subsidiary companies, nor is any disclosure made of the amount of any losses 
which have been provided for. Certain companies issue a complete consolidated statement 
in the form of a balance sheet and revenue account with their annual accounts ; in some 
instances these are separately certified by the auditors as showing a true view of the state 
of the company’s affairs. The absence of instructions as to the form or contents of the 
directors’ annual report has resulted in practice in these being very brief and formal, and 
it is unusual for much information to be contained therein. 


SUGGESTIONS AS TO THE FORM OF PUBLISHED ACCOUNTS. 
(a) Balance Sheets. 

It appears to be universally agreed that the normal or legal form of balance sheet 
does not convey sufficient information to the shareholders of a holding company, and that 
some form of consolidated financial statement should also be issued. 

In the matter of consolidated statements English practice appears to be somewhat 
behind that of other countries, but I notice that even in the United States, where con- 
solidated statements are probably more common than elsewhere, they are stated to be 
supplemental to the normal accounts. I think it is agreed by all that investments in and 
amounts due by or to subsidiary companies should continue to be segregated from other 
items in balance sheets, and the various papers recommend showing accrued profits 
receivable separately from other amounts due by subsidiary companies. Generally 
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speaking, it is apparent that more information would be welcomed in balance sheets rather 
than that there should be any discontinuance of the differentiation at present required, 


(6) Profit and Loss Accounts or Statements of Earnings. 

From the information contained in the national papers, it would appear that at present 
published profit and loss accounts of holding companies are not required to show the 
actual earnings of subsidiary companies, but there is general agreement that this 
information should be supplied to shareholders. 

The writer of the American paper favours a ‘“‘ two-part ’’ income account, the first 
dealing with the complete income of the subsidiary companies, showing the allocations 
made to minority shareholders and the holding company. The second part would show 
any direct income of the holding company and also the amount transferred from the 
subsidiary companies’ portion. He further recommends that, in order to be even more 
informative, the subsidiary companies’ income statements should be in columnar form 
differentiating between varying types of companies, e.g., manufacturing and selling, and 
that there should be a separate column for undertakings not wholly owned by the holding 
company. He, however, considers that only companies which have transactions with 
one another should be consolidated in this manner. 

The writer of the English national paper is personally of the opinion that full disclosure 
should be made in the profit and loss account of the total earnings of the subsidiary 
companies, but recognises that many companies prefer not to bring into their own accounts 
the whole of the profits earned by subsidiary companies but only such proportion as they 
may decide to distribute by way of dividends. He therefore suggests a statement of 
earnings comparable to that just mentioned, but with the difference that it should be 
supplemental to the profit and loss account and solely for the purpose of supplying 
additional information to shareholders. 

(c) Directors’ Reports. 

The writer of the German paper expresses himself as dissatisfied with the manner in 
which the requirements relevant to Konzern connections are dealt with in Germany. He 
suggests that the intention was for the annual report to be the principal medium of 
reporting on Konzerns and personally is of opinion that the maximum of information 
should be given. He recommends that reference should be made to everything of 
importance that occurs between the holding company and its subsidiaries and points out 
that each subsidiary company which is itself a joint stock company should in its turn 
make full disclosure. In his opinion the information should set out the means by which 
the dependent undertakings are controlled and refer to the results of such centralisation, 
with its effect on the balance sheet of the company. 

(d) Consolidated Statements. 

Most of the national papers set out suggestions regarding consolidated balance sheets 
or financial statements to be issued as supplemental to the legal balance sheets of the 
holding companies. The common motive is the desire to make such statements present 
a comprehensive view of the combine as a whole, in the simplest and most understandable 
form. It is generally agreed that, if at all possible, all balance sheets to be consolidated 
should be made up to the same date. It is also considered important that each company 
within the group should have, as far as possible, a similar system of accountancy, so that 
the annual accounts may be prepared in a comparable form. Another important point 
made is that the same basis of valuation should be applied to the stock in each constituent 
company and that plant and other fixed assets should be carried in the respective balance 
sheets and depreciated or amortised on a common basis. 

When dealing with the preparation of a consolidated statement it is of the utmost 
importance to decide what test is to be applied in determining which subsidiary companies 
are to be consolidated and which are to be shown as investments. It is of interest to 
note that both the American and German papers suggest that only those companies 
between which there exists a trading or economic relationship should be consolidated, and 
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that interests in other subsidiary companies should be regarded as in the nature of financial 
investments. One view is that consolidation should only be effected where the holding 
company owns directly or indirectly at least 75 per cent. of the ordinary share capital 
and, in addition, possesses control of management. In any event the basis adopted should 
be clearly indicated on the face of the consolidated statement and, as previously noted, 
this is specifically required in the United States of America under the Securities Acts of 
1933 and 1934. Varying views are put forward as to the most appropriate form of pre- 
sentation. One writer suggests a columnar form with one column for the holding 
company and one or more for the subsidiaries according to the peculiarities encountered, 
thus rendering possible distinctions between wholly owned subsidiaries and those where 
minority interests are involved. Another writer is strongly opposed to a complete 
consolidated balance sheet, mainly because of the danger of misleading creditors by showing 
a conglomeration of asset figures which are not in fact available to meet the claims of the 
creditors of any specific company and the practical difficulties of consolidating the figures 
of companies operating in different countries subject to varying laws and currency regula- 
tions. This writer suggests that the most practical course is to furnish, along with the 
legal balance sheet and the consolidated profit statement, referred to above, a statement 
showing the consolidated working capital position. This statement should, he states, 
be framed with the object of showing the liquid position of the combine and information 
should also be given regarding the long term assets and liabilities. It appears to me, 
however, that these statements might be open to similar objections to those appertaining 
to a consolidated balance sheet. 


DETAILED POINTS ARISING IN ACCOUNTS. 

It is apparent that the problems arising on the construction and preparation of the 
accounts of holding companies, especially in regard to consolidated statements, are common 
to all countries from which papers have been submitted. These may be briefly 
summarised as follows :— 

(a) Currency and Exchange. 

In addition to adopting the well recognised principles of book-keeping for the con- 
version of foreign currency transactions, stress is laid on the necessity for having regard to 
difficulties of remittance when considering the conversion of figures relating to profits 
and floating assets. It is generally agreed that credit should not be taken for any profits 
which cannot in fact be remitted to the holding company. 

(b) Inter-Company Transactions. 

The authors of all the papers wherein the point is discussed agree that no inflation of 
profits or asset values should be permitted to arise as a result of sales by one company 
to another, or by reason of one company rendering services to another within the same 
group. Opinions differ as to the necessity of adjusting figures where the transactions 
are bona fide and entered into in the ordinary course of business, particularly where one 
company manufactures plant for other affiliated companies. For my part I am of the 
opinion that each case should be dealt with on its merits. 

(c) Minority Interests. 

When consolidating the accounts of the various constituent members of a Konzern 
it is common to find that the holding company has a shareholding of less than 100 per 
cent. in some of the subsidiary companies. This factor has given rise to many discussions 
as to the correct method to adopt in effecting the consolidation. One point of view 
commonly expressed was that only that proportion of the subsidiary company’s assets 
and liabilities should be included which is equivalent to the holding company’s percentage 
of the issued share capital. It is now generally considered that this method does not 
convey a true statement of the position and that it is preferable that the whole of the 
assets and liabilities of all subsidiary companies to be consolidated should be brought into 
the balance sheet or statement, and the proportion of the net assets of any company 
representing the interests of minority or outside shareholders be shown as a liability. 
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(d) Valuation of Investments in Subsidiary Companies—Shares Purchased at Above Pay 
Value—Shares Purchased at Below Par Value. 

These three questions may well be considered under one heading, although the first 
affects the legal balance sheet and the other two the consolidated balance sheet or statement, 

As regards the valuation of investments in subsidiary companies, the English Companies 
Act prescribes that the basis of valuation must be stated on the face of the balance sheet, 
It is usual and, in my opinion, desirable to maintain these investments in the books at cost 
and for the purpose of the published balance sheet to deduct from the aggregate book 
value of such holdings any reserves created against them. As regards such reserves it 
is generally agreed that provision should be made to cover trading losses sustained by 
subsidiary companies and, further, that the amounts necessary therefor may properly 
be charged before arriving at the published profit. 

In regard to the treatment in consolidated statements of the excess, or deficiency, as 
the case may be, of the cost to a holding company of shares in a subsidiary over the book 
value of the net assets of the latter, I think there will be general agreement with the view 
that the objective should be that accounting procedure which attains the most under- 
standable form consistent with the underlying facts. 

(e) Reserves of Subsidiary Companies. 

Many interesting points arise in determining how reserves which were in existence 
in the accounts of subsidiary companies at the date when their shares were acquired by 
the holding company should be treated in the consolidated statement of the latter. It 
is necessary in the first instance to distinguish between reserves against definite anticipated 
contingencies, which should be treated as such for the purpose of consolidation, and reserves 
which represent appropriated surplus. In considering the latter, which he subdivides 
into earned surplus and capital surplus, one writer points out that whilst assets are acquired 
and liabilities assumed, reserves and surpluses are not exactly of the nature of things 
which ordinarily are acquired. In other words, such reserves and surpluses are of the 
same genus as the share capital of the subsidiary and with it constitute the net worth 
or equity of the subsidiary which should in theory be eliminated against the corresponding 
elimination of the parent’s investment in the subsidiary. He emphasises, however, that 
a hard and fast formula cannot be laid down, and he illustrates by a series of examples 
the need for dealing with each case in the light of its own particular facts. The purpose 
of the examination and adjustments thus detailed is to establish beyond doubt the amount 
of the surplus of the subsidiary at the date of acquisition. I think that it will be agreed, 
irrespective of whether or not consolidated statements are prepared, that any distributions 
out of such surplus should not be regarded as available for payment of dividends by the 
holding company but should in the accounts of the latter either be carried to a capital 
reserve or written off the investment in the subsidiary concerned. 

(f) Treatment of Subsidiary Companies’ Profits. 

Varying views are expressed as to whether a holding company should bring to the 
credit of its profit and loss account the full profits earned by its subsidiaries or merely 
such part thereof as has been declared by way of dividend. Whilst statements of opinion 
or practice may differ, they do in substance tend to indicate a preference for bringing in 
only declared dividends, providing the shareholders are also informed as to the total 
earnings of the group. If this latter information is not given, dividends may be taken 
credit for in excess of the total earnings for the year without the shareholders being aware 
of the fact. Two writers emphasise the importance of setting out separately on the 
balance sheet of the holding company any undistributed profits that have been brought 
in, and it is manifestly undesirable that such should be distributed to the shareholders of 
the holding company until actually declared. English Company Law requires the directors 
of holding companies to report to the shareholders as to whether they have made provision 
for any losses sustained by subsidiary companies, and as a result it is the practice in England 
for full provision to be made in the accounts of holding companies for trading losses 
sustained by subsidiary companies. 
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METHODS OF COMPUTING COST 
AND CONTROL OF PRICES BY 
PUBLIC AUTHORITIES’ 

b 


y 
JOHN F. FORBES 


Certified Public Accountant, San Francisco 


THE PRINCIPAL TYPES OF PRICE-REGULATING LEGISLATION AND 
ADMINISTRATIVE MACHINERY CLASSIFIED ACCORDING TO PARTICULAR 
INDUSTRIAL GROUPS. 


A. Pus.ic UTILITIES. 

The United States. Public utility rates in the United States are regulated by Federal 
and State commissions. The criterion of jurisdiction is, theoretically, the geographical 
scope of the industry. Interstate activity is under Federal control. Interstate commerce 
is supervised by State and local agencies. The principal rate-regulating bodies are: 
(a) The (Federal) Interstate Commerce Commission (railroads and rail services, motor 
buses and trucks, pipe lines, etc.) ; (+) Federal Power Commission (interstate power) ; 
(c) Federal Communications Commission (interstate and foreign wire and wireless com- 
munication) ; (d) State Public Service Commissions (gas, electricity, street, railway, 
water, heat, telephone, warehousing, etc.) ; (e) State Insurance Commissioners. 

The underlying theory of rate regulation by these bodies is that the utility company 
is entitled to a fair rate of return on the value of its properties after deducting operating 
expenses and provision for depreciation. 


Great Britain. Various governmental agencies supervise and adjust public utility 
rates in Great Britain. Parliament and the Board of Trade dominate the rate-regulating 
policy. Gas and electric rates (of private companies) are determined by two different 
systems. (a) The sliding-scale and maximum price system provides that the dividends 
received vary inversely with the rates charged, while maximum prices are related to 
maximum dividends. (+) The newer “ Consumers’ Benefit ’’ system operates on much 
the same plan. Inducement is offered to management to lower its prices by establishing 
a basic standard rate for the product and granting bonuses in the form of increased dividends 
to companies undercutting the basis price. 

Main line railroad rates are based on a 1913 norm. The Railway Rates Tribunal is 
authorised to adjust annually the rates charged, raising or lowering them according to 
the year’s earnings to bring them into line with the 1913 standard. 

The Railway Rates Tribunal is empowered to review the fares charged by the London 
Passenger Transport Board. The latter Board has almost a monopoly of London trans- 
portation services. In 1933 Parliament passed an Act designed to maintain the efficiency 
of the Board by requiring it to pay 5 per cent. on the common stock until July, 1935, 
and 5} per cent. thereafter with the express provision that if the dividend rate is not 
met for any three consecutive years after June, 1936, the shareholders may apply for a 
receivership. 


B. MANUFACTURING, MINING, AND TRADE. 

The United States. The oldest expedient for maintaining domestic prices of com- 
modities produced in the United States is the protective tariff. 

Antitrust and fair trade laws administered by the courts, the Federal Trade Com- 
mission, and various State and local authorities attempt to promote equity in business 
telations. The method proposed by the trust laws is to prevent the formation of large 
industrial combinations capable of attaining monopoly or near-monopoly positions. 

*A General Paper 
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The theory and reasoning underlying antitrust legislation differs markedly from that which 
has led to the creation of cartels and trusts under government auspices in European 
countries. 

Special legislation has been enacted to stabilise or increase prices of certain minera| 
products, for example, gold, silver and bituminous coal. 

The Netherlands. As a result of world-wide monetary disturbances and increase( 
tariff barriers, Dutch industry found itself in a very precarious position at the end of 
1931. Accordingly, the government acted to protect domestic industries by reserving 
the greater part of the home market for them. Special import duties were levied and ay 
import quota system imposed. Under the import quota system the Ministry of Economic 
Affairs worked out a table of maximum imports for certain commodities. The prices of 
the protected commodities are kept under close observation and measures taken to prevent 
unwarranted increases. Cost studies have been employed in the difficult problem oj 
determining just prices. In the Netherlands proper the authorities have moved to modify 
prices that were out of line as individual cases have arisen. In the Netherlands East Indies, 
however, the government directly intervenes and fixes maximum prices for quota-protected 
articles. 

Great Britain. British industry sets its own prices, though in the case of certain products 
these prices are reached after consultation with governmental representatives or are sub- 
sequently subject to governmental review. Domestic producers of specified products 
are protected by a tariff. Iron and steel prices are regulated by the trade functioning 
through the central organ of the local trade associations, the British Iron and Stee! 
Federation. These prices are determined in collaboration with the Import Duties Advisory 
Committee which seeks to establish prices beneficial to British industry as a whole. In 
the coal industry prices are fixed by the coal owners working with the Committees of In- 
vestigation, government appointed consumers’ boards. 

Norway. Business enterprise in Norway is governed by the Trust Law of 1926, which 
provides, among other things, that unreasonably high or low prices may not be charged; 
that free competition may not be restrained unduly ; and that certain unfair business 
practices, such as discrimination, are illegal. The administration of this broad Act is vested 
in a control commission appointed by the King which functions through a permanent 
control bureau. The control organisation is given wide investigative and supervisory 
powers, particularly over cartels and trade associations, and is authorised to fix maximum 
profits and maximum and minimum prices. 

Germany. Germany inaugurated her programme of governmental price regulation 
during the World War and has conducted it on a more extensive scale than any of the 
six nations under discussion. When the Four Year Plan was inaugurated in October, 
1936, existing price supervisory machinery was consolidated in the hands of a Price 
Commissioner with broad administrative and judicial powers. Shortly afterwards a lav 
was passed forbidding price increases without government approval. Other legislation 
provided rules for particular industries. The result has been that all commodity prices in 
Germany are subject to government regulation through local price-making and price- 
supervising authorities co-ordinated by the Price Commissioner. 

The precise methods of price determination vary with the industry considered. In 
general, maximum prices are determined on a cost basis. Price cutting and subcost 
sales were made illegal by the Competition Act of December, 1934. 


C. AGRICULTURE. 

The United States —The Agricultural Adjustment Act of 1938 gives the Secretary of 
Agriculture authority to limit the growing acreage, stipulate marketing quotas and 
guarantee returns for producers of wheat, corn, rice, cotton and tobacco who are willing 
to sign allotment agreements with the Government. The stated purpose of the Act is 
to raise the purchasing power of the five crops to the 1909-1914 level. Individual states 
have crop-restricting laws of their own to regulate local conditions. 


16 


to 

tic 

. pr 
we 

pre 

mé 

; mé 
a be 
: the 
i to 
liv 
; the 
Th 
dee 

col 

) the 
. aut 
lea 
: dot 
; sell 
effe 

wel 

is € 

spe 
| be 
wel 
; the 
i The 
stre 
' 

elec 

~ the 
eve! 
to s 

2 pan 
in t 

“ cha 
a ( 
= the 
i r 4 : Pia 


Which 
Opean 


inera| 


easel 
nd of 
TVing 
nd an 
nomic 
Ces of 
event 
m of 
\odify 
ndies, 
ected 


ducts 
> sub- 
ducts 
oning 
Stee! 
visory 
2. In 
of In- 


which 
rged ; 
siness 
vested 
anent 
visory 
imum 


lation 
of the 
tober, 

Price 
a law 
lation 
ices in 
price- 


1. In 
ibcost 


ary of 
s and 
villing 
Act is 


states 


A number of states fix minimum prices for fluid milk through local milk boards. 

The Netherlands.—The Dutch Government endeavours to guarantee minimum returns 
toagricultural producers of all the principal crops. Governmental agencies, after collabora- 
tion with farmers’ organisations, determine a “‘ guiding price’. on a cost basis for each 

roduct. Measures are then taken to make up to the farmer the difference between the 
world market price and the domestic guiding price. 

Great Britain.—Under the Agricultural Marketing Acts of 1931 and 1933 agricultural 
producers were encouraged to form Boards for each commodity to draw up schemes for 
marketing farm produce in order to stabilise farm incomes. After the acceptance of a 
marketing scheme by the producers and Parliament, its price schedules and regulations 
became legally binding and the Board of Trade was empowered to further the aims of 
the Scheme by controlling imports of the commodity in question. Schemes were devised 
to regulate the distribution of hops, pigs and bacon, milk and potatoes. 

Special legislation provided for direct subsidy payments to producers of wheat, 
livestock, milk and sugar upon compliance with specified quantity or cost regulations. 

Norway.—Agricultural prices in Norway are regulated for the most part by the farmers 
themselves through growers’ associations acting in co-operation with the Government. 
The Government supervises agriculture and directly intervenes to regulate prices when it 
deems it necessary, as in the case of equalising milk prices in various parts of the 
country. Flour prices are fixed by the state monopoly to include a premium for aiding 
the grain producers. 

The price control board does not interfere with prices approved by the agricultural 
authorities for the benefit of the farmer. 

Hungary.—The Hungarian Government seeks to maintain the price level of certain 
leading agricultural commodities (e.g., paprika) by providing for the purchase of the entire 
domestic output by a Government-regulated co-operative organisation. This co-operative 
sells the product locally at a premium which is used to pay export bounties. Thus the 
effects of overproduction are minimised. 


GOVERNMENT PRICE REGULATION CLASSIFIED ACCORDING TO 
IMMEDIATE BENEFICIARIES. 

Presumably, Government price regulation is intended to promote the “ general 
welfare ’’ of the nation. Just what the “ general welfare ”’ is and how it is to be benefited 
is obviously not easy to determine. I certainly do not intend to indulge in philosophical 
speculation on such matters as “‘ the greatest good for the greatest number,” but it should 
be pointed out in passing that there is grave danger lest governments confuse the “‘ general 
welfare ’’ with the special welfare of the most politically articulate of the population. 


A. CONSUMER BENEFITs. 

The United States. The control of public utilities by state public service commissions and 
the Federal Communications Commission is undertaken largely in the interest of the consumer. 
The monopolistic nature of the public utility business is such that a preponderance of bargaining 
strength is thought to rest with the utility company. 

Government competition with private industry, e.g., in the production and distribution of 
electricity in regions where private companies have already been established, is allegedly in 
the consumers’ interest. What is gained by the consumer in the local competitive area, how- 
ever, is very apt to be paid for by the taxpayers in a larger area, who must contribute taxes 
to support the government-operated power system. 

Great Britain. Gas and electricity rate schemes restrict the charges which private com- 
panies can make and thus benefit the consumer. 

The Committees of Investigation are charged with looking after the consumers’ interest 
in the determination of coal prices by coal owners. 

Norway. The Norwegian industrial price control policy is an attempt to prevent over- 
charging and excessive profit. 

Germany. German control of industrial prices with restriction of profits seeks to safeguard 
the consumer from excessive prices and sudden or acute price increases. 
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Hungary. Milk-price regulation is intended to guarantee a low price for that product 


in the city of Budapest. 
B. PrRopucER BENEFITS. 

The United States. The protective tariff, the gold and silver purchases, the Agricultural 
Adjustment Act, the State milk control laws, and the modification of the fair trade laws to 
admit of retail price maintenance and forbid subcost sales are producer-favouring measures. 
The relief to the bituminous coal industry also falls in this category. 

The Netherlands. The Dutch laws reserving the home market to the domestic agricultural 
and industrial producer have the benefit of the producer as their stated object. 

Great Britain. ‘The protective tariff and the series of agricultural marketing ‘‘ Schemes” 
are producer-benefit measures. 

Norway. Norwegian agricultural regulation is undertaken by the government particularly 
in the interest of the farmer. , 

Germany. The competition and anti-price-cutting laws are to protect business from 
ruinous competition. 

Hungary. The intended beneficiaries of Hungarian paprika marketing legislation are the 
farmers. 

C. BENEFITS TO CONSUMER AND PRODUCER. 

The United States. The Interstate Commerce Commission and the enforcement agencies 
of the anti-trust and fair trade laws seek to maintain a balance between consumer and producer 
interests. 

Great Britain. Railroad unification and rate control on a 1913 base is an attempt to 
prevent excessively high rates on one hand and unduly low returns on the other. 

Norway. The cartel regulation and fair trade aspects of the Norwegian law may be classed 
as consumer and producer safeguards. 


COST BASIS OF GOVERNMENT PRICE REGULATION. 

The United States —-Rates based on accurately determined costs of production are 
the professed aim of Federal and State public utility commissions. The doctrine ofa 
fair return on the value of the properties after deducting operating expenses and provision 
for depreciation is fundamental to American public utility regulation theory. The problems 
of what constitutes a “fair return’”’ and a readily acceptable evaluation of properties 
have continued to vex the interested parties ever since the enunciation of the principle. 
The efforts of the Tariff Commission to equalise domestic and foreign production costs 
show another aspect of the recognition by the Government of the significance of cost 
determination. 

Minimum prices fixed by the Bituminous Coal Commission for the different grades and 
sizes of coal are based on a complex calculation of weighted averages of production costs 
of mines in the several production zones. State and local fluid milk prices set by milk 
boards are determined with reference to local costs of production. 

The states which have passed laws forbidding sub-cost sales have incurred their own 
peculiar cost problems. 

The Netherlands.—Price control in The Netherlands for agricultural and industrial 
products is on a cost basis. 

In the case of agriculture, the policy of the Government has been to determine the 
‘essential cost of production ’’ for specific products and thereby to calculate a ‘‘ guiding 
price” which the Government undertakes to guarantee to the producer. Dutch agn- 
culture has been at a disadvantage in competition with other countries with depreciated 
currencies, etc., so the difference between the competitive world market price and the 
domestic guiding price has had to be met by various means. 

Certain industrial products are protected from foreign competition in The Netherlands 
and the Dutch East Indies by a system of import quotas. In the East Indies the protection 
is carried further and includes maximum price-fixing. In the administration of both 0 
these relief measures, cost determination is necessary. It is assumed that relief is temporary. 
Between the granting of a return which will barely cover variable costs and a retur 
which will cover depreciation, interest and even a margin of profit lie many gradations. 
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oduct The criterion of what costs of production are to be included in the prices permitted 
by the authorities is the proposed duration of the relief. 


Great Britain.—Production costs are a factor in the fixing of gas rates though it is not 


tural clear what part they play in the establishment of the “ basis price” for that commodity, 
es or what relation they bear to competition and public opinion in the price to the ultimate 
. consumer. 
tural The sale of electric power by generating concerns to distributors in the London area 
json acost basis. The basic dividend granted the producers is 7 per cent. on the ordinary 
mes” capital. 
While the prices of coal are largely fixed by the producers, a check is put upon excessive 
ularly charges by the Government Committees of Investigation. These bodies rely on production 
costs as a yardstick in determining whether consumers’ complaints of specific prices are 
from justified or not. 
As in the case of Dutch agriculture, British aid to livestock breeders, wheat and sugar 
wie producers takes the form of measures to equalise the domestic costs of production and the 
foreign costs. 
encies The Government sanctioned hops scheme provides for the sale of hops to brewers at 
»ducer a price intended to represent cost of production plus a fair profit. 
Norway.—Price control by the Norwegian authorities differs from that of the other | 
i countries in its flexibility. The Commission is empowered to take appropriate measures 
Sei to maintain fair prices. The criterion of “ fairness’”’ is not defined by the law. The 
3 courts have declared that a fair price is the market price in a state of free competition. 
This leaves the price control authorities with vast discretionary powers. We are told 
that the Board may require extensive accounting data from private concerns. We also 
n are learn that excessive profits are considered evidence of excessive charges. Apparently, 
> of a then, cost of production as a basis for price regulation is implicit in the Norwegian system. 
mae Germany.—The fundamental policy of industrial price regulation in Germany, as 
blems already stated, is to protect the ultimate consumer from excessive prices and abrupt price 
erties increases. To carry out this policy a system of strict price control largely on a cost basis 
ciple. F has been developed. The details vary between industries, but in general an initial base 
costs price is calculated from production cost data obtained for a given base period. The 
f cost period varies with the commodity. 
Price increases are permitted by the authorities in response to increases in the cost 
°s and of production of the given article. In this connection, if the cost increase is occasioned 
costs by a rise in the prices of the necessary raw materials, the producer may increase his price 
7 milk by the amount of the raw material price increase. He may not, however, increase his 
price still further by applying his original percentage mark-up to the higher purchase 
Town @ price of raw materials. Advantage gained from lowered unit costs through increased 
; utilised capacity must be shared with the consumer. 
astrial Just which costs are recognised as necessary costs of production to be covered by the 
price granted varies with the industry. The general policy is to keep these items to a 
ad the strict minimum. 
uiding 


The monumental task of disseminating cost accounting information and providing 
4g uniform systems of accounts within specific industries is undertaken in certain lines of 


— business by trade associations or cost cartels. 

id. the The degree to which the permitted price follows the cost price varies between industries. 
4: In the shoe manufacture, for example, every “line” must bear its proper share of the 

rlands F cost of production. 

ection , 

oth oi Hungary.—lIt is not clear to what extent production costs are used to determine the 

orary. @ Price at which milk is bought from dairymen. However, processing and distributing 


return  COSts are carefully considered in fixing the price paid by the ultimate consumer of milk 
ons. in Budapest. 
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OTHER AUDITING AND ADVISORY 
WORK“ 


by 
E. CASSLETON ELLIOTT 


Incorporated Accountant 


INTRODUCTION. 

A considerable amount of*advisory work arises from the more well defined branches 
of professional practice. The character of such problems, however, is by no means 
limited and many problems presented to the accountancy profession cover a much wider 
area. This position has arisen from the evolution of modern accountancy as practised 
professionally. In my view advisory work represents a development of a high order 
and is very important to us as well as to our clients. | Advisory work, therefore, has 
received considerable attention in the profession in recent years in Great Britain. 

Certain definite sub-divisions have been suggested by the Committee and I have 
endeavoured to keep within these sub-divisions as far as possible. 


After dealing at length with the functions of the accountant as executor and trustee ; ligui- 
dator of a company ; holder of a receivership for debenture holders and of other recetverships ; 
trustee in bankruptcy ; and trustee under a deed of arrangement, the writer proceeds to discuss 
the accountant’s advisory functions :— 


ADVISORY ASSISTANCE TO BUSINESS MEN IN COMMERCIAL MATTERS 
; AND QUESTIONS OF ORGANISATION 
To-day the professional accountant is consulted by business men much more exten- 
sively than was the case a decade or so ago. In commercial and industrial affairs, the 
accountant’s activities are expressed in a wide range of appointments and responsibilities 
and include directorships of companies, and appointments as financial adviser and as an 
investigator of various types of business, whether manufacturing or distributing. 


The Practising Accountant as Director and Financial Adviser to Companies. A public 
company, about to make an issue of its capital, frequently includes in its board of directors 
a professional accountant, and companies which are old established and have hitherto 
recruited directors from the commercial world now turn to the accountancy profession 
to fill vacant directorships. A commercial mind and a practical outlook are essential 
qualifications for the accountant who becomes the director of a commercial company. 
A number of practising accountants have developed these qualities in a marked degree. 
To a considerable extent the day has gone when a director was invited to join the board 
of an important company because of his social qualifications. In these days of intense 
competition it is most important that a director should have definite knowledge of some 
part of the business which is being carried on. The accountant has that knowledge in 
regard to accountancy matters, which is so essential to a well-conducted business, and 
if in addition he has a certain commercial sense it is claimed that his appointment as 4 
director strengthens the board and gives confidence to the shareholders. It is not necessary 
for the accountant to be a whole time director of the company, although there are certain 
outstanding cases in Great Britain where the managing director is wholly employed in 
the service of the company, although he started his career as a professional accountant. 
Generally speaking, the invitation to become a director is ascribed to one of two causes. 
The first is that the company has got into financial difficulties and the accountant is 
invited to join the board with the object of assisting the company to rehabilitate its 


* A National Paper. 
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position and perhaps also to impress the shareholders. In these cases, it need scarcely 
be said that it is absolutely essential for the accountant to make a complete investigation 
of the position in order to.see whether it is possible to resuscitate the company and to 
put the business on a sound footing, because, if not, it is far better for him to leave the 
business alone. 


Relations between Directors and Co-operation of Staff. Yhe report of the accountant 
must be accepted wholeheartedly by his future fellow-directors, because the success of 
a business depends entirely upon harmonious working. Thus, in framing his suggestions, 
the accountant should have regard to this important factor, and in the course of his report 
should point out any apparent lack of loyalty on the part of the chief members of the 
staff, with whom he will have come into contact in the course of his investigations. 

The accountant is usually an ordinary director, but in addition he is sometimes given 
an office under the title of fmancial adviser ; for this he receives a special annual fee, 
as his work is more extensive and onerous than that of an ordinary director. He will be 
specially consulted in regard to financial matters and will be expected to give general 
advice on finance to the managing director and to the board, at their regular meetings, 
when occasion arises. 


Considerations Arising in Case of Reconstruction. Contemplated alterations in the 
company’s capital, methods of accountancy, banking arrangements and similar matters 
will receive his special consideration. 

In the alteration of the company’s capital, it is his duty to consider the structure 
of the capital, and whether a reconstruction is necessary. If so, he will frame, for the 
consideration of his fellow directors, the method of writing down the capital and thie 
corresponding assets. For this purpose, it is generally necessary to have valuations made 
of the fixed assets, such as the land and buildings, plant and machinery, and of the liquid 
assets, such as stock, book debts and the like, which will require very careful scrutiny. 
When the real value of the assets has been ascertained, he will consider what amount of 
capital must be written off to provide for the writing down of the assets. In doing so 
he will pay particular regard to the rights as between the various classes of shareholders, 
preference and ordinary. Having considered his scheme and laid it before his fellow 
directors, he may probably consult the largest shareholders to see whether the proposals 
are acceptable to them, and for this purpose he will invite them to meet him. This is 
essential in order to ensure that the scheme will be acceptable to the majority of the 
largest shareholders. 

ISSUE OF PROSPECTUS. 

Attention has been drawn to the cases where a director is invited to join the board of 
a company which finds itself in financial difficulties, but there are other and different 
circumstances in which a professional accountant may be invited to become a director. 
The company may be successful and old established, or established for a number of vears, 
and it is considered desirable to strengthen the board by the addition of an accountant. 
In cases like these it is essential that the past history should be fully known to the intending 
director. For this purpose, he should be afforded an opportunity of examining not only 
the published accounts of the company, but also the detailed accounts leading up to the 
published accounts, which will give him much more information than is afforded by 
those which are published. 

If on the inception of a company he is invited to join the board, he is generally named 
as a director by the signatories to the Memorandum of Association, or he may be appointed 
by the Articles themselves. In the latter case he must file with the Registrar of Joint 
Stock Companies a consent in writing to act as a director. Almost without exception, the 
director of a public company is bound to be a shareholder, and must hold a certain number 
of shares as prescribed in the Articles themselves. For these shares he has to pay cash 
and they must be held in his own right and not as a nominee of any other person. The 


21 


. | : 
’ 
; 
| 

ches | 

eans | | 

vider | 

tised | 

der | 

has 
I 

have 

1gui- | 

aps ; 

SCUSS 

ERS 

= 


minimum qualification is generally fixed at a low figure and in some cases perhaps it would 
be better if a director’s qualification were more substantial than it is. 

In the case of a new company which is issuing a prospectus to the public, inviting 
the subscription of share capital, a director has to satisfy the Registrar of Companies that 
he has taken, or will take and pay for, his qualification shares. The directors, as officers 
of the company, are fully responsible for the prospectus, but they will have been advised 
by solicitors who in turn have been advised by a barrister, expert in company law and in 
the drafting of prospectuses. Nevertheless, the directors for their own satisfaction should 
read the prospectus individually and assure themselves that it means what it says and 
that the average investor is not in any way misled by any of the statements in the pros- 
pectus. The average investor, if he intends to apply for shares in a public company 
which is issuing new capital, studies the prospectus and relies to a considerable extent 
upon the honesty and integrity of the board of directors. 


RESPONSIBILITIES OF DIRECTORS. 

The organisation of a joint stock company, through its board of directors, must be 
very carefully planned to ensure the success of the company, and especially because the 
directors are responsible to the shareholders for the care and use of their property, which 
has been placed in the hands of the board for the purpose of earning profits. The board 
as a whole is, in fact, the accounting party to shareholders, and it is the directors who 
can be made fully responsible for their acts. Even if some of the directors are whole-time 
officials of the company and wholly employed in its business, the board has to delegate 
to certain officials—whether these officials be fellow directors or employees of the company 

the duties and responsibilities which devolve upon them. 


PERIODICAL STATEMENTS. 

The accountant or the secretary-accountant must present to the board regularly 
returns which will enable the directors to know how the business is progressing, instead of 
the previous practice, which was dropped many years ago, of waiting for the annual 
accounts to see the result of the actual trading during the year. If there is a professional 
accountant on the board, it is generally considered advisable to call him into consultation 
with the managing director and the secretary, so that they may determine the form of 
accounts or statements which will be regularly presented to the board. These statements 
should not be too voluminous, but concise and clearly understandable by the members 
of the board. With the knowledge of statistics which professional accountants now have 
to acquire for the purpose of their examinations, it is possible to present statements to 
directors in the form of graphs which show trading results and other information pictorially. 
ven if these are not produced for each member of the board, it is most useful for the 
managing director to have them in his own office. 


RELATION OF Cost ACCOUNTS TO FINANCIAL ACCOUNTS AND PERIODICAL RETURNS. 

In a manufacturing business, it is usually possible to estimate with reasonable accuracy 
the value of the stock on hand, provided cost accounts have been kept. A study of these 
accounts shows the percentage of gross profit which is being earned. If this percentage, 
after making an allowance for loss and wastage, be deducted from the figure for sales 
since the date of the previous return, the cost price of the goods sold is ascertained: Taking 
the aggregate of the stock as shown on the previous account, and of purchases since the 
relevant date, and deducting the cost price of goods sold, the diflerence represents the 
estimated value of the stock on hand at the end of the period. Having ascertained by 
this means the value of stock in hand, it should be possible, within a few days after the 
close of each month, to show in balance sheet form the floating assets, consisting of estimated 
stock in hand (calculated as indicated above), book debts and cash ; and after deducting 
from this total the current liabilities, the balance shows the working capital in the business. 
Similarly the statement should comprise figures for the fixed assets, consisting of land and 
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buildings, plant and machinery, fixtures and fittings, motor cars and the like, and on the 
other side of the balance sheet will appear fixed capital, including reserves. Only a 
general outline of the form of the statement has been given, because the requirements 
of each business call for variations to enable the statement to be presented in the most 
suitable form. 

Sales are reported to the board and the figure for sales up to the end of the previous 
week can generally be given. It is always advisable to give comparative figures for the 
corresponding period in the previous year and if there have been any variations, due to 
seasonal changes, such as Easter occurring early in the previous year and later in the 
year under review, notes should be made to this effect. Purchases should also be reported 
from the buying department, because in connection with finance it is necessary to be 
certain that funds are available to meet the payments for these purchases at their due 
dates. 

Capital expenditure, before being incurred, must always be reported to the board, 
and should be considered in relation to the monthly financial statements referred to above ; 
this is most important because, unless there is a surplus of fixed capital, it follows that 
any extra capital expenditure must be provided out of the ordinary working capital, which 
will reduce the resources of the business, and this is sometimes dangerous. A successful 
business when opportunity arises usually re-invests, by the purchase of new plant and 
machinery, the amount of depreciation which is provided in the annual accounts, thus 
bringing plant and machinery up to date to enable the company to compete successfully 
in the markets. 

At fixed periods, profit and loss accounts, whether actual or estimated, should be 
presented to the board for their consideration. In certain cases these accounts can be 
presented weekly, but generally speaking, they are presented at fixed monthly periods. 
In the profit and loss account, whether estimated or otherwise, comparative figures for 
the same period in the previous year should be given. Without periodical profit and 
loss accounts it is impossible for directors to know whether the managing director is 
carrying out the policy which has been decided upon by the board, and whether he is an 
eficient managing director ; he can only be judged by the results which he produces, and 
although, in many cases, there are reasons for results not coming up to expectations, it is 
for the managing director to report matters of this kind to his board before they are 
disclosed by the figures prepared by the secretary-accountant. 

A very important matter in regard to a manufacturing business is the introduction of 
proper cost accounts if they are not in existence already. If cost accounts are in existence 
they should be examined by the accountant director from the point of view of principle 
and of their day-to-day operation. If not, it will be his duty to consider with the managing 
director the best system which can be introduced according to the necessities of the 
business. 


EXPERT OPINION IN LEGAI. PROCEEDINGS. 
THE PROFESSIONAL ACCOUNTANT AS AN EXPERT WITNESS. 

The professional accountant is often retained to give evidence in litigation concerning 
matters in which accounts are involved. In certain previous well known cases he has 
been called upon to give his opinion as to whether another professional accountant had 
done all that was reasonably necessary in the auditing of accounts before appending 
his certificate. 

When the evidence relates purely to a question of fact the accountant usually finds no 
difficulty in giving his evidence, because facts are not a matter of opinion. Where, however, 
as more often happens, the accountant is called upon to express an opinion as to what, 
in his view, should have been done in certain circumstances, then, unfortunately, one 
often finds an expert accountant on the one side, giving his opinion on behalf of the 
plaintiff, and another expert accountant on the other side giving an exactly contrary 
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opinion on behalf of the defendant. Such cases are regrettable, but none the less it is 
difficult to see how it could be otherwise, because when it is a question of what should 
be included in the balance sheet or profit and loss account before the certificate of the 
auditor is appended, accountants must have varying views. Generally speaking, it is 
only by a careful study of the law, as laid down by the Courts in decided cases of this 
kind, that a considered opinion can be formed. 

There was one such outstanding case a few years ago, as a result of which the wording 
of the profit and loss account is now more precisely drawn, with the object of showing 
that the profits of trading for the year have been derived purely from that source and not 
from any extraneous source, received either during the year or in previous years and 
brought to credit in the year under review. 

In the Law Courts the Judges listen very carefully to the professional accountant 
in cases where his evidence relates purely to questions of fact, because there can rarely 
be two opinions as to entries in books and records ; but a Judge must find it a little difficult 
in giving his decision in cases where he has before him the evidence of eminent accountants 
on both sides, holding different opinions. 


EVIDENCE BEFORE OFFICIAL REFEREES OF THE HIGH Court. 

Where a case in the High Court involves the detailed consideration of accounts and 
figures the Judge will frequently refer the matter to one of the Official Referees who are 
officers of the High Court. The Official Referee has more time to hear the evidence, 
which may go on day after day, and he has special experience to give a decision in matters 
of this kind. 


ARBITRATION. 

In Great Britain recourse is sometimes had to arbitration as a means of settling disputes 
between parties, particularly in commercial matters, instead of bringing actions to be 
decided by the Court. Where the matter in dispute involves the consideration of accounts, 
records and figures, an accountant may be appointed the arbitrator for the purpose of 
hearing and deciding the dispute. The plaintiff in a case may suggest to the defendant, 
through their respective solicitors, that the matter shall be referred to arbitration, and 
if the two litigants can agree upon an independent accountant being appointed the 
arbitrator then the matter is referred to him. It may happen, however, that the plaintiff 
will name one arbitrator and the defendant another and they find it impossible to agree 
upon a common name. In these cases the two arbitrators are appointed and they have 
the power to make the award or to appoint an umpire. Where an umpire is appointed 
the two arbitrators and the umpire sit to hear the case, but in advance of the hearing a 
submission to the arbitrators has to be carefully prepared setting out the questions to be 
heard upon which a decision is to be given by them. The submission is drawn up by the 
solicitors, and must include all matters in dispute, because the arbitrators have no power 
to decide upon matters which are not submitted or referred to them. 


. 
Printed in Great Britain by T, \WHirtincuam & Co., LimitED, WO, Southwark Bridge Road, London, S.E.1. 
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ADVERTISEMENTS iii 


NEAR THE BRITISH MUSEUM 


KINGSLEY HOTEL 


Bloomsbury Way, London, W.C.1 


Telephones in all Bedrooms. Numerous Private Bathrooms. 
Food of the best quality. 


Bedroom, Bath and Breakfast from 9/6 per night 
INCLUSIVE TERMS ON APPLICATION 


Telegrams: ‘‘ BOOKCRAFT, LONDON” Telephone : HOLBORN 3646 (8 lines) 
ACCIDENT and 
THE GUARANTEE 
CORPORATION, LIMITED 
ADMINISTRATION LOST DOCUMENTS 
RECEIVERSHIP BONDS DEFECTS IN TITLE 
CUSTOMS SECURITY SERVICE MISSING BENEFICIARIES 
FIDELITY GUARANTEES FORGED TRANSFERS 


Head Office: 36-44, MOORGATE, LONDON, E.C.2 


—DiIp Yow FAIL IN MAY 2— 
THEN ENSURE SUCCESS IN NOVEMBER 


BY WORKING THROUGH A NEWHALL COLLEGE FULL OR REVISION COURSE 


CONSIDER : 

1. Less than 50 per cent. of the Candidates pass at many “Society ’’ Examinations. 
Many Candidates are sitting for the second or third time. Obviously it is odds 
against the normal Candidate passing at the first attempt. 

2. Over a period of fifteen years, 90 per cent. of the Candidates who have taken 
Newhall College’s Full Course for the Examinations of the Society of Incorporated 
Accountants and Auditors and have worked completely through it have passed. 
On four occasions all Newhall College Full Course Students were successful. If 
you follow their example, it is very heavy odds that you will pass. 


3. Why fail ? 
MODERATE FEES 
REVISION COURSES FULL COURSES) | 
INTERMEDIATE - £2 12 6 INTERMEDIATE - £7 7 
FINAL - - - #3 13 6 FINAL - - - #9 9 0 


Convenient Instalments if desired. Any single subject may be taken. 


3 f OPPORTUNITYS + 
Written unconditional = fan Moderate Fees, Con- 
Guaranice of Tuition | venient Instalments and 
until suecessful UU} every Text-book facility 


COLLEGE 
LIMITED 


“SOCIETY " DEPARTMENT, 37, PROSPECT ROAD, MOSELEY, BIRMINGHAM, 13. 
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v ADVERTISEMENTS 


FIFTH EDITION JUST PUBLISHED | 


PRIVATE COMPANIES 


THEIR MANAGEMENT AND 
STATUTORY OBLIGATIONS 


By STANLEY BORRIE, Solicitor, Joint Editor of Gore-Browne’s ‘* Handbook on Joint 
Stock Companies *’ 


In this book the Author deals first with the restrictions imposed upon private companies, and the privileges 
enjoyed by them, and, after summarising the steps necessary to effect incorporation, proceeds to a simply written 
explanation of the duties of directors and officers of a private company and the manner in which those duties 
and the administration of the company should be carried out. A very full index is provided and a useful feature 
of the book is a list of documents required to be lodged with the Registrar. 


Ds. net; by post 5s. 6d. | | 
JORDAN & SONS LTD., 116 Chancery Lane, W.C.2 _ 


JORDAN & SONS. LIMITED] 


Ageney Service 


Jordan & Sons render assistance in all matters connected with the 
incorporation, government and winding up of Joint Stock Companies, 
make searches and supply information relating to Companies in England, 
Scotland, Ireland and Abroad, and obtain copies of documents filed at 
the various Companies Registries and other Public Offices. 


Company Printing 


Jordan & Sons have special facilities for the production of Memoran- 
dums and Articles of Association, Prospectuses, Allotment Letters, Share 
Certificates, Special, Extraordinary, and Ordinary Resolutions, Trust 
Deeds, Debentures, Debenture Stock Certificates, Dividend and Interest 
Warrants, Balance Sheets, Reports, and high-class Company printing of 
all kinds. Secrecy, Accuracy and Expedition assured. Allow us to 
quote for your next order. 


116 CHANCERY LANE, LONDON, W.C.2 


City Branch: 13, BROAD STREET PLACE, E.C.2. BLOMFIELD STREET (Adjoining Broad Street Station) 
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ADVERTISEMENTS 


Read 


THE FINANCIAL NEWS 


(Twopence Daily) 


ON SALE 


at all Railway Bookstalls and Good Newsagents 


EVERYWHERE 


CITY OF LONDON COLLEGE 


ROPEMAKER ST., MOORFIELDS, E.C.2 


Department of Professional Studies : 


Head of Department— 
Dr. E. C. McWILLIAM, F.C.A. 


COMPLETE COURSES OF 
LECTURES 


IN PREPARATION FOR THE 
EXAMINATIONS OF THE 


INSTITUTE AND SOCIETY 


ENROLMENT for next SESSION 
20th and 21st September, 1939 


(6 to 8 p.m.) 


A BOOKLET containing time-tables and syllabus 
of the courses is obtainable from the Secretary. 

Single-subject Classes may also be taken in TAXA- 
TION, ACCOUNTING, COSTING, STATISTICAL 
METHODS, EXECUTORSHIP, etc. 


The first work to be published under the auspices of 
the Incorporated Accountants’ Research Committee. 


STANDARD PRACTICE 
IN AUDITING 


by W. J. BACK, A.S.A.A. 


With a Memorandum on Machine Accounting by 
R. N. BARNETT, A.S.A.A. 


An exposition of standard auditing practice 

and a short study of recent developments 

in Machine Accounting, representing the 

composite experience of a number of 
research workers. 


Price 2/6 (postage 6d. extra.) 


COPIES MAY BE ORDERED FROM 


THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS, 


Incorporated Accountants’ Halli, Victoria Embankment, 
London, W.C.2. 
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HEAVY SELLING 


City markets are sensitive. A nervous attack in 
Europe, a truculent speech by some Dictator, fear 
of a rise in Income Tax often start a flash of “ heavy 
selling.”” On the other hand the reputation of 
“* Guildhall’? Account Books is unaffected by the 
ups and downs of circumstance. Accountants 
know that their confidence in The “ Ruling ”’ 
House is well placed and more and more of them 
specify the ‘ Guildhall”’ Series for all their 
requirements. 


TOLLIT & : 


HARVEY 


LTD. 


3 LONDON ADDRESSES OF THE “RULING” HOUSE 
City: 40 GRESHAM ST., E.C.2 
Strand: BUSH HOUSE, W.C.2 


Westminster: 18 VICTORIA ST., 
s.W.I 


Factory & Warehouse; 44-48 Southwark Bridge Road, S.E.1 ; 
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Inexpensive Loose 
Leaf Outfits 

Tollit & Harvey's In- 
expensive Loose Leaf 
Outfits are the best 
value on the market 
and so economical 
that they cost no 
more than bound 
books 


For example, the 
“Sterling” Outfit 
illustrated (from 13 /6 
the complete outfit, 
Binder, Index, Sheets) 
has a hundred and 
one applications in 
business. 
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METROPOLITAN COLLEGE 


The Metropolitan College 
Accountancy Examination 
Courses ave personally conducted 
by Mr. B. G. Vickery, F.C.A.., 
F.S.A.A., assisted by move than 
20 Chartered and Incorporated 
Accountants (most of whom are 
honoursmen) and many Barristers- 
at-Law, University Graduates in 
Laws, Economics, &c. 


That the Coaching provided by the 
Metropolitan College constitutes 
a most reliable means of achiev- 
ing complete success at the exam- 
inations is clearly evidenced by 
the excellent vecord of Results 
obtained by M.C. students at the 
examinations of the Institute 
and Society, thus : 


At the C.A. (England and Wales) and S.A.A. Examinations, Students 
of the Metropolitan College gained 


OVER 2,350 PASSES 


and 


61 HONOURS 


including 13 First, 13 Second, 11 Third and 
Fourth Places 


IN THE LAST NINE YEARS 


M.C. Students gained at the S.A.A. examinations 


ONE OR MORE FIRST PLACES IN 
EACH OF THE LAST SIXTEEN YEARS 


except in 1936 when they gained the Martin Memorial 
Exhibition and Three Honours Places. 


@ Reduced Fees and Extended Scholarship Scheme now Temporarily Available 


| poe 
WRITE TO-DAY for a copy of the College “Accountancy il 
Prospectus” to Metropolitan College (A3), St. Albans, or call Sr ehiney » 
at one of the addresses shown below. = 
LONDON: 32, Queen Victoria St., E.C.4 (City 6280.) BELFAST: 7, Bedford St. 


BIRMINGHAM: 33, Newhall St. BLACKPOOL: 29, Birley St. BRADFORD: 40, North 
Parade. BRIGHTON: Un. Bk. Chambers, 9, North St. BRISTOL: 44, Corn St. CARDIFF : 
12, Windsor Place. CARLISLE: 36, Lowther St. HULL: 10, Silver St. KEIGHLEY: Masonic 
Bldgs., Cooke St. LEEDS: Sun Bldgs., 15, Park Row. LEICESTER: Crown Bldgs., Loseby 
Lane. LIVERPOOL : 14, Tithebarn Street. MANCHESTER: 21, Spring Gardens, 2. | 
NEWCASTLE, Staffs: 19, High St. NEWCASTLE-ON-TYNE: 32, Grainger Street, West. | 
NOTTINGHAM: 2, King St. PRESTON: 18, Winckley Sq. SHEFFIELD: 4, Howard St. | 

SOUTHAMPTON: 27, Portland Terrace. (Usual Office Hours—Evenings by Appointment.) 
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COMPLETE TRAINING COURSE 
FOR 


ARTICLED CLERKS 


taking the Intermediate and Final Examinations of 


The Society of 


Incorporated Accountants & Auditors 


In brief, the Complete Training Course provides :— 


The First Six Months of Articles The First and Second Years of Articles 
The Complete Preparatory Courses Complete Inter. Examination Training 
(In Elementary Book-keeping and Com- (Without conditions of any kind— 
mercial Knowledge, and Auditing) until the Examination is _ passed) 

The Third and Fourth Years of Articles Throughout the period of Articles 
Complete Final Examination Training The Standard Text-Books recommended 
(Without conditions of any kind— (Automatic provision of all essential 
until the Examination is passed) works — at each stage of study) 
together with 
LECTURES 


wherever attendance is practicable. 


N.B.—It should be clear that up-to-date text-books will be supplied, including duplication 
whenever the issue of a new edition is, in the interests of the Pupil and in the view 
of the Directors of the Company, desirable; all text-books provided become the 
Pupil’s own property. Ruled Paper and Wrappers, as necessary for the working 
and submission of the Question Papers, are also supplied without additional charge. 


The Complete Training Course is available 


£40 at the £40 
ONE INCLUSIVE FEE 
, and 


is designed to furnish adequate coaching—usually totalling a minimum of some three 

to four years’ tuition—during the normal term of Articles, to avoid the necessity for 

recurrent disbursements in respect of Course Fees, and to limit the liability of the Parent 
or Guardian to a fixed expenditure both in regard to text-books and coaching. 


NOTE :—Arrangements can be made for payment by instalments if desired. 


H. Foutxs LyNcH & Co. 


16, COLEMAN STREET, LONDON, E.C.2 
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MAY 1939 
S.A.A. EXAMINATIONS 


In the Intermediate and Final Examinations of The Society of 
Incorporated Accountants and Auditors held in May 1939, “B.C.A.” 
Students once again secured outstanding successes, including— 


FIRST PLACE FINAL 
FIRST PLACE INTER. 


SECOND PLACE FINAL THIRD PLACE FINAL 


THE PRELIMINARY 
EXAMINATIONS 


The outstanding merit of the training provided by The British College 
of Accountancy is amply proved by the results secured by its Students 
in recent C.A. and S.A.A. Preliminary Examinations, including— 


FIRST PLACE=— C.A. MAY 1939 
FIRST PLACE= C.A. NOV. 1938 
FIRST PLACE —S.A.A. NOV. 1937 


Che British College of Accountancy 


THE LEADING PROFESSIONAL ACCOUNTANCY TUTORS 


82, Coleman Street, London, E.C2 
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BUILDING SOCIET 


Member of the Building Societies’ Association 


ESTABLISHED OVER 
60 YEARS 


Assets exceed £4,500,000 


34% ON SHARES 
FREE OF INCOME TAX 
EQUAL TO £4: 16:6% 

SUBJECT TO TAX 


Prospectus and copy of Accounts will be 
forwarded on application 


Chairman : 
C. Hewetson Neison, J.P., F.S.A.A. 


Manager: 
Stanley W. Hanscombe, A.S.A.A. 


LONDON OFFICE : 
76, STRAND, W.C.2 
Tel. TEMple Bar 4820 


HEAD OFFICE : 
67, LORD STREET, LIVERPOOL, 2 
Tel. Bank 145 (3 lines) 


INVESTMENT ~ 


AGENCY SERVICES 


Deeds of Arrangement, Bills of Sale, 
&c., stamped and registered. 


Searches made at the Joint Stock 
Companies’ Registry and particulars of 
Mortgages, &c., furnished. Office copies 
of Returns, Resolutions, &c., obtained. 


Records of Births, Marriages and 
Deaths searched and copies of Cer- 
tificates procured. Searches made for 
Wills and copies obtained. 


Trade Marks and Designs Registered. Notices 
inserted in the ‘London Gazette’’ and all 
London and Provincial Papers. 


ALFRED H. ATKINS L’?. 


27 & 28 FETTER LANE 
LONDON, E.C.4 


Telegrams: “ Painstaking, Fleet, London.” 
Telephones: CENtral 1669 & 1280 


— 
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What is your 


al ee 


to your Family? 


a 
XMAS A21 


F you listed all your personal assets and 

converted them into cash what would be 
the total? Now assuming from a safe invest- 
ment interest on this amount could be obtained 
at the rate of 3}°/, per annum tax free, what 
income would this produce ? 


This is the test which you should apply to 
your own resources, so that you will know 
exactly what the financial position of your wife 
and family would be in the event of your death 
—a contingency which it is unwise to ignore. 
Most men are disappointed and not a little 
perturbed after this self examination. 


THE “SAFEGUARD” POLICY is specially designed 
to augment personal assets by providing an income 
(tax free and payable monthly) for your dependants in 
the event of death. If you survive the period of your 
family responsibilities the policy provides capital for 
your own retirement. You are invited to make an 
enquiry for full details and for an illustration suited to 
your own circumstances. Rest assured you will incur ne 
cbligation by doing so. 


LEGAL & GENERAL 


ASSURANCE SOCIETY LTD. 


Head Office: 10 Fleet Street, London, E.C.4 
General Manager: VERNON E. BOYS 
Established 1836 Assets exceed £47,000,000 
Branches and Agencies throughout the World. 
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MORE GILT-EDGED 
tHan GILT-EDGED" 


It has been said that an 
Investment in the Halifax 
Building Society is more 
Gilt-edged than “Gilt-edged” 


FIGURES OF STRENGTH 
ASSETS EXCEED £128,000,000 
LIQUID FUNDS £20,000,000 
RESERVES OVER £5,000,000 


LARGEST IN THE WORLD 
HALIFAX BUILDING SOCIETY 


CENERAL MANAGERS 
CAVID W. SMITH, F.C.1.S. FE. WARBRECK HOWELL, LL.O. 
HEAD OFFICES - HALIFAX 


London District Office 
HALIFAX HOUSE, STRAND, W.C.2 
City Office—62 Moorgate, E.C.2 


£ 1 MONTH 


will secure a substantial sum for 
your retirement. A Member 
who assured at age 25, on 
attaining 60 years of age 
received £827. Moreover, his 
life was covered for between 


£428 and £827 should he have 


died before reaching that age. 


Write NOW for details based on 
an actual policy for your own age. 


AUSTRALIAN MUTUAL 
PROVIDENT SOCIETY 


Established 1849 in Australia, 


73-76, KING WILLIAM STREET, LONDON, E.C.4 
THE LARGEST BRITISH MUTUAL LIFE OFFICE 


AMP 


ASSETS EXCEED £117,000,000 


LEADING PLACES 


Year after year, School of Accountancy students figure promin- 
ently among the S.A.A. Honoursmen. In 1938, for the fifteenth 
successive year, The School secured an excellent Honours record. 
The consistently reliable Tutorial Service which, year by year, enables The 


School’s students to top the Pass Lists must inevitably guarantee a high 
prospect of success for the average student. Outstanding successes in the 


past four years include :— 


1938. FIRST, SECOND, THIRD and FOURTH PLACES, 


and GOLD MEDAL. 


1937. SECOND and THIRD PLACES. 


1936. FIRST PLACE. 


1935. FIRST and SECOND PLACES. 


Prospectus, with details of SPECIAL AUTUMN DISCOUNTS now available, 
post free on application 


THE SCHOOL OF ACCOUNTANCY 


457 BUSH HOUSE, 


LONDON, 
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Agency invited 


Write to General Manager : 
Head Office, Royal Exchange, 
London, E.C.3. (Tel. MAN 9898) 


ROYAL EXCHANGE 
A.D. ASSURANCE 1720 


GIVE ITA NAME 


We call it a ‘‘Howcoset.’’ You call ita 
Company Outfit. What's the difference ? 
Count the contents: a Company Seal, 
Two Books, Share Certificates and perhaps 
a few trimmings. 


BUT in a ‘‘Howcoset’’ the Seal is a 
branded and patented seal of use and 
utility. The Share Certificates are from 
specially designed copper plates. The 
Books bound in good British Buckram. 
Absolutely the utmost for your money. 
To equip or form a new company specify 
‘* Howcoset.”’ 


Price Lists, Samples or Specimens freely 
sent. 


H. HOWES & CO.LTD. 


Country Order Department and Head Office: 
53-55, MANSELL STREET, LONDON, E.1 


London Branch Shops: 
56, OLD BROAD STREET, E.C.2 7, BELL YARD, W.C.2 
27-28, OLD JEWRY, E.C.2 


The Legal Liability of 
Accountants 


A booklet embodying 


Reference to Leading Cases 


A Précis of important claims 
settled out of Court 


Obtainable free of cost from 


MUIR BEDDALL & CO., LTD. 


SPECIALISTS IN INDEMNITY INSURANCE 
37, GRACECHURCH STREET, LONDON, E.C.3 
Telephone : MANsion House 3414 (12 lines) 


Also at: 49 King Street, Manchester ; 465 St. John Street, 
Montreal ; and 1 Rue Taitbout, Paris. 
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The machine illustrated here is the 
‘*HOLLERITH’’ AUTOMATIC 
LEDGER POSTING DEVIiCE—particulars of 
which will be gladly supplied on application. 


PROCEDURE IN 
REPRESENTATIVE INDUSTRIES 


THE 
BOOT AND SHOE 
TRADE 


The internal problems of administration in 
this trade do not materially differ from 
those in others, but in the case of those 
companies which maintain a chain of retail 
stores it is essential to compare sales care- 
fully with stocks. This must not be left to 
the Branch Managers, whose time should be 
occupied in furthering sales, and a central- 
ised control at Head Office is the only 
solution. Such a system, in adequate detail, 
is peculiarly suited to ‘Hollerith’ treatment. 
We have been successfully dealing with it 
for years in this trade and welcome en- 
guiries. 


FOR THE RAPID 
PRODUCTION OF: 


COST SUMMARIES 
STOCK ACCOUNTS 
STORES CONTROL 
PAY ROLLS 
BONUS SCHEDULES 
EFFICIENCY RECORDS 
LEDGER ACCOUNTS 
STATEMENTS 
INVOICES 
PURCHASE ANALYSES 
SALES ANALYSES 
SELLING COSTS 
INVENTORIES 
DIVIDEND WARRANTS 
ETC., ETC. 


jen BRITISH TABULATING MACHINE COMPANY LIMITED 


- VICTORIA HOUSE, SOUTHAMPTON ROW, LONDON, WCi, 
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Use the Davy Service for your next Company 
Formation and you can be sure of giving 
your Client the utmost value. Every re- 
quirement for new Private Companies is 
provided by the four Davy Outfits including: 
MEMORANDUM AND ARTICLES, SEAL, STATUTORY 
BOOKS, FORMS, SPECIAL FILING CASE, ETC. 
‘REGIONAL’ OUTFIT ‘LONDON’ OUTFIT 


£4 : 10 : 6 £4 : 19 


‘MIDLAND’ OUTFIT ‘NATIONAL’ OUTFIT 
se: 5:8 és: # 
Write for descriptive booklet and free draft Forms 


CHAS. DAVY & CO. LTD. 


5, 6 & 7, MONKWELL STREET, LONDON, E.C.2 
Showrooms : 
11, MASONS AVENUE and 3, MILK STREET, E.C.2 
Telephone : 
NATIONAL 2363 (three lines) 


Managing Director: 
L. Rowlandson. 


The Institute of Taxation 


President: C. W. Legge, F.S.A.A. 
Chairman: Leonard Ross, F.C.A., F.S.A.A., F.C.1LS. 
Vice-Chairman: Victor Walton, F.C.A. 
Secretary: E. Alwyn Knight, F.C.LS. 


GENERAL SCOPE OF ACTIVITIES 


He Institute comprises a body of professional 

men specialising in taxation, or professionally 
interested therein. Its activities include the legal, 
technical, economic, and practical aspects of the 
subject. 


Organised on professional lines and adhering to 
recognised standards of conduct, the Institute does 
not act as an advocate of the taxpayer. It is chiefly 
concerned in such matters as the dissemination 
of knowledge on technical points connected with 
taxation, the standardisation and improvement 
of practice, and co-operation with the official, 
professional, and industrial bodies on matters 
arising out of the incidence of taxation and the 
methods of raising the revenue of the nation. 


All phases of taxation are within the purview of 
the Institute, income tax being the most important. 


For particulars of membership apply to the Secretary, at 
52, BEDFORD ROW, LONDON, W.C.1. 
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THE ALL-PURPOSE | 
PORTABLE 


FOR HOME, OFFICE, TRAVEL _ 


CARDS, LABELS FOR BOTTLES, 
TICKETS FOR SAMPLES, LOOSE 
LEAVES OF NOTEBOOKS VERTICAL 
RECOHD CARDS, STENCILS ETC. — 
“WRITING TOTHEVERY _ 
BOTTOM EDGE © 


NraL 
ER CO. LTD. 


¥ Students of ACCOUNTANCY 


and the allied subjects will find the following authoritative textbooks of 
the utmost assistance in preparing for examinations. 


COMMERCE: ITS THEORY AND PRACTICE 


By S. EVELYN THOMAS, B.Com. (Lond.), Ph.D. (Third 
Edition.) 865 pages+Index. Cloth. 10/6 net. Post free 11/1 


PRINCIPLES AND PRACTICE OF BOOK- 
KEEPING AND ACCOUNTS 1, 8. G. vickERY, F.C.A., 


F.S.A.A. (Eighth Edition.) 727+ vii pages, bound in cloth, 
12/6 net. Post free 13/- 


THE ELEMENTS OF COSTING 3, Gro. x. clover, 
F.C.LS., A.L.A.A., F.R.Econ.S., and R. GLYNNE WILLIAMS, 
A.C.A, (Institute and “Allan Cookson” Prizeman), (Second 
Edition.) 182+vii pages. Cloth. 5/—net. Post free 5/4 


QUESTIONS AND ANSWERS ON COSTING 


By GEO. R. GLOVER, F.C.1.S., A.L.A.A., F.R.Econ.S, 164 pages. 
Cloth. 5/—net. Post free 5/4 


BANKING AND EXCHANGE ,,, 5. &:. rHomas, B.Com. 


(Lond.), Ph.D. (Fourth Edition.) 607+viii pages, bound in 
cloth. 11/6 net. Post free 12/-. 


PRINCIPLES OF MERCANTILE LAW .,,. «. w. 


CHANCE, O.B.E., LL.B. Volume I revised by R. MILLNER, 
M.A. (Cantab.). (Sixth Edition.) 259+x pages. 8/6 net 
Post free 9/—. Volume II revised by J. TURNER, LL.M. (Fifth 
Edition.) 294+xii pages. 6/6net. Post free 7/-. Volumes I 
and II purchased together, 12/6 net. Post free 13/={ 


From all Booksellers or direct from :— 


The GREGG PUBLISHING Co., Ltd. 


GREGG HOUSE, RUSSELL SQUARE, LONDON W.C.1 
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CHARLES DOUBBLE 


COMPANY REGISTRATION AGENT 
PRINTER, STATIONER and ENGRAVER 


14 Serjeants Inn, Fleet St., London, E.c.4 
The business of CHARLES DOUBBLE was founded in the year 1845 and is still 


carried on at the above address 


Every assistance rendered to the Profession in 
the Formation and Incorporation of Limited 
Companies. 


Memorandum and Articles, Prospectuses and 
Resolutions, etc., printed with care and expedi- 
tion by Type, Lithography, or Letterpress. 


NEW COMPANIES REGISTERED. 
Mortgages and Charges registered. 


Annual Returns, Resolutions and other Returns 
required by the Companies Act stamped and 
filed. 


Searches made at the Companies Registry and 
other Public Offices and office copies obtained. 
Searches made at the General Registry for Births, 
Deaths, and Marriages and Certificates obtained. 
TRADE MARKS REGISTERED. 

Forms supplied, estimates and assistance 
rendered in the Winding-up of Companies. 
Seals engraved, Share Registers, Minute Books 
and Share Certificates supplied. Price List 
sent on application. 

Advertisements inserted in the London Gazette 
and all English, Colonial and Foreign Newspapers. 


Draft form Memorandum and Articles of Association suitable for a Private Company, 

adopting Table A with modifications, settled by Counsel, together with particulars of 

my Inclusive Company Registration Service, will be sent free on application to members 
of the Association 


ESTABLISHED 1845 


Telegrams : Doubble Fleet, London 


Telephone : Central 848 


eT eT representatives cover England and Wales at regular intervals and would be glad to pay you a visit. 


The SHAWAY System makes permanent Letter Books 
out of the loose carbon copies you normally take of 
your letters. 


The apparatus required is of the simplest— 
“SHAWAY ”’ Binders are really Letter Book Covers 
bound and indexed in similar fashion. 


Every day your carbon copies are slipped into place 
in the cover and are paged and indexed. No perforator 
is required and gradually a permanent book is built 
up. The completed binders look like Letter Books and 

are used for reference in the same way. 


May we send you particulars of the easy “* SHAWAY ’’? 


May we send you 
particulars of the 


easy “ Shaway e 
“i ge S h caw a nd S Ous ltd 


The Accountants’ Stationers 
7. 8. &g. FETTER LANE, LONDON. Ec«® 
CENtral 8171 (6 
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SOUND FINANCE 
- IS ONE 


gy INGREDIENT 
ARFSAOF SOUND 
MORTAR 


ABBEY. 
ROAD 


LONDON’S LARGEST BUILDING SOCIETY 
HEAD OFFICE: ABBEY HOUSE, 
BAKER STREET, LONDON, N.W.1. 
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Up to date in every respect. 
Each room has either private 
bathroom or running water, 
central heating and telephone. 
First-class restaurant and grill. 


Very central. From 10/6 in- 


cluding breakfast. 
Accommodation for up to 250 
persons for banquets and 
functions. 
Within 100 yards of Incor- 


porated Accountants Hall. 


NORFOLK STREET, STRANO Telephone: Temple Bar 4400 


Telegrams: “Howaotel, London” 


L @) N D N « CHAS GOLDRE! PAUL ROSSE 
Chairman General Manager 
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Sixth Edition WITH NEW SECTION ON “CONTROL ACCOUNTS” 
Price 10s. net ; by post 4d. extra. 


COST ACCOUNTS _ piusstrscrore* 


By W. STRACHAN (Martin, Farlow & Co.), Incorporated Accountant 
Pr Final E ination of the Society of Incorporated Accountants and Auditors , 1893 


CONTENTS 

INTRODUCTORY .—Classification and Method of Treatment. 
PART  I.—Procedure; Treatment of Material, Labour, Charges and Interest; Cost and Stores Ledgers. 
PART II. —Manufacture b Process—Difference in Procedure. 
PART III.—Manufacture of Small Articles; Mass Production; Standard Costs. 
PART IV.—The Uses of Cards and Agreement of Cost Accounts with Financial Accounts. 

Control Accounts—A new Section with examples. 
APPENDIX.—Forms and Specimen Accounts showing how the figures Balance. 

te the New Edition a Section has been added dealing with “Control Accounts,” 7 Got ctein to Ge Coleg Gam, oe 
workings related directly to the other Accounts in the book. 


SWEET & MAXWELL, Ltd., 3, Chancery Lane, London, W.C.2 


The Analyses Important to Accountants 


of 
Industrial IMMEDIATE Security for 


Companies’ TRUSTEES IN BANKRUPTCY. 
Accounts RECEIVERSHIPS 


and 
which appear regularly in CONTROLLERSHIPS 


Che Statist | | BRITISH LAW 


are the most critical and 
INSURANCE COMPANY LTD. 


informative published. 
SIXPENCE WEEKLY Whose Fidelity Bonds are accepted by 
at all Bookstalls all Departments of H.M. Government 


SUBSCRIPTION RATES 


Inland Abroad | Head Office: 
12 Months - - {1 12s. 0d. £1 17s. 4d. | 31 & 32, KING ST., CHEAPSIDE, LONDON, E.C. 2 
6 Months - - 16s. Od. 18s. 8d. Telephone—METROPOLITAN 985! (5 lines). 
Post free, including all Special Numbers Telegrams—“ BRITLAW, CENT, LONDON ” 
THE STATIST COMPANY LIMITED, Quotations for other classes of Insurance 


51, Cannon, Street, London, E.C.4. | promptly submitted upon application. 
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Limited 


ACCOUNT BOOK MANUFACTURERS 
PRINTERS, ENGRAVERS, DIE SINKERS 
EXPORT AND GENERAL STATIONERS 


Account Books 
High Class Printing 


General Stationery 


REGISTERED OFFICE AND WORKS 


30 Southwark Bridge Road, London 


TELEPHONE : WATERLOO 5847-5848 
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PITMAN BOOKS 


MANUAL OF COST ACCOUNTS 


By H. JULIUS LUNT, F.C.A., F.C.W.A., and 
ARTHUR H. RIPLEY, F.C.W.A. 


SEVENTH EDITION. 


This is the seventh edition of a standard work. It 
provides a logical and carefully compiled course of 
instruction, and takes the reader from the study of 
the elementary principles of costing to the practical 
work involved in the compilation of costing records 
and the presentation of statistical results. Par- 
ticularly adapted to the requirements of candidates 
preparing for the examinations of the various 
accountancy bodies. 272 pp. 8/6 (by post 9/-). 
** Explicit, comprehensive, well arranged and well 
indexed. For its size the scope of this work is 
remarkable, many problems and difficulties which 
arise in the practice of costing, and which are not 
usually dealt with in textbooks, being touched 
upon. . . . The book must be regarded as one of 
the best on the subject.’’—The Cost Accountant. 


CREDIT DEALING 


By EDWARD C. WARREN, B.Com. (Lond.), 
F.C.1.S., F.R.Econ.S. Accountants who have to 
advise clients about hire purchase and its financing 
will find valuable guidance in this volume. It 
explains both the legal and financial aspects of 
credit dealing, summarizes the main provisions of 
the Hire Purchase Act, 1938, and deals capably 
and clearly with an important modern trend in 
trading. 143 pp. 5/- net (by post 5/4). 


SLATER’S MERCANTILE LAW 


Eleventh Edition by R. W. HOLLAND, O.B.E., 
M.A., M.Sc., LL.D., and R. H. CODE HOLLAND, 
B.A. (Lond.). The standard textbook on commer- 
cial law, once again revised and brought up to date. 
651 pp. 7/6 (by post 8/-). 

The Accountant says: ‘‘ The rapid succession of 
new editions of this work is some evidence of its 
great popularity among students and business men. 
The title_is becoming}a‘ household _word.”’ 


Order from a Bookseller or direct from 


SIR ISAAC PITMAN & SONS, LTD., Parker Street, Kingsway, London, W.C.2 


Members of the Society of Incorporated 
Accountants and Auditors should 


INVESTORS? 
CHRONICLE 


@ MONTY MARKST REVIEW 
(Established 1860) 


The most influential weekly financial newspaper in Europe. 


SIXPENCE WEEKLY 
OBTAINABLE AT ALL BOOKSTALLS 


11, GROCERS HALL COURT, LONDON, E.C.2. 


Largest circulation of any weekly financial newspaper 
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THE CENTRE OF THE WORLD OF FINANCE 


Head Office : 


Largest circulation of any Financial Journal 
in the Empire. 


Recognised for half a century as the leading daily 
newspaper of finance, industry and commerce. 


72, Coleman Street, London, E.C.2 
Telephone : METropolitan 3304 (10 lines) 


5,000 MEDALS and PRIZES 


have been secured at recent Public Examinations 
by Candidates who have used 


THE STUDENT'S 


COMPLETE COMMERCIAL 


BOOK-KEEPING, iz: 


ACCOUNTING BANKING 


By ARTHUR FIELDHOUSE, Accountant, 

66, Trinity Street, Huddersfield, Yorks. 
who will forward copy Index, containing 2,000 References, 
on receipt of post card to Trinity Street, Huddersfield. 


NEW EDITION—FIFTIETH ! ! ! 


1,000 pp. 400 EXERCISES. KEY ready. 
Price 7/6. Post Free 8/~. 1,200,000 Copies Sold. 


It is the only RELIABLE, COMPLETE and UP-TO-DATE GUIDE 
to all EXAMINATIONS, and includes 1938 EXAM. PAPERS 


** THE SECRETARY,”’ the organ of the Chartered Institute 
of Secretaries, says:—‘‘ This book is as good in its way as 
Gore-Browne’s ‘ Handbook on Joint Stock Companies Law,’ 
or Palmer’s ‘ Shareholders’ and Directors’ Legal Companion’ ; 
its editions are exhausted as rapidly, at the rate of one per 
annum, and it is equally practical. We are not aware of 
any publication, issued at the same price, which covers the 
same ground as completely, or in which the difficult art of 
condensation without confusion is so well displayed.” 


PUBLISHED BY 
ARTHUR FIELDHOUSE, Huddersfield ; or SIMPKINS, London. 
Of all Booksellers and GEE & CO,, 6 Kirby Street, E.C.1 


The Institute of Arbitrators 


OFFICES : 
10, Norfolk Street, London, W.C.2 


The main object of the Institute is to 
promote the cause of Arbitration and to 
encourage and facilitate the practice of 
settlement of disputes by this means. 


By holding Practice Arbitrations and 
other meetings it affords facilities for the 
education and training of Arbitrators. 


The Panels enable the selection of eminently 
suitable Arbitrators with a knowledge of 
the subject matter under dispute. 


Full particulars may be obtained from the 
Secretary, 10, Norfolk Street, London, W.C.2. 
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S—NOW READY 
LNEW wa N00 
WOOLLEY’S EAB SHED TZ 


wanB0OK ON THE DEATHUTIS CORT BONDS 


(UIILIUAUUULUU ULL 


The last edition of this invaluable little work was published on behalf of 
in 1930. Since that date the law and practice on this subject 
have undergone very extensive changes. TRUsTEES IN BANKRUPTCY 
In this new (Third) edition the Author carefully retains and under Deeps oF ARRANGEMENT, 
the general character of the book as a concise handbook, and LIQUIDATORS and SPECIAL MANAGERS, 
has brought every section up to date, incorporating the RECEIVERS IN Cuancery, Kinc’s BENCH and 
a i net, postage 6d. extra MANAGEMENT and ADMINISTRATION DEPARTMENT, 
_ , ihe cei , ADMINISTRATORS, 
i Supplement to 


CoMMERCIAL FIpELIry GUARANTEES, 


DYMOND’S Cusroms and Excise Bonps, 
D a AT os] D U Tl ES SPECIAL INDEMNITIES in connection with 


MissinG BENEFICIARIES, 


By R. DYMOND, Solicitor, Lost Documents, and Derects IN TITLE, 
late Deputy Controller, Estate Duty Office Apply to the 


A Second Supplement to the Eighth Edition (published 1937) I 


is now ready. It incorporates the contents of the First 
Supplement (1938), and deals with the alterations in the law 
since that date including the provisions of the Finance Act, 


1939. 
Price 2s. 6d. net, postage 3d. extra. Assurance Company, Limited. 
THE SOLICITORS’ LAW STATIONERY SOCIETY, LTD. Head Office : 
22, CHANCERY LANE, LONDON, W.C.2 PHENIX HOUSE, KING WILLIAM ST., LONDON, E.C.4 
_ And at Liverpool, Birmingham, Manchester, Glasgow. | |[lI|IIIIIIIIIIIIIIIIIIIIIINIIIININIINININVNU011111101111111110001011111111111 


SWEET & MAXWELL, L™: | 


(OFFICIAL BOOKSELLERS TO THE SOCIETY) 


Keep in Stock Books for all Accountancy Examinations 


| Ml 


| LIST “‘1.A.M.”” ON APPLICATION TO 
3, CHANCERY LANE - - - LONDON, W.C.2 
JUST PUBLISHED Fourteenth Edition £3 net 


IMPORTANT.—For four years a supplemental service will be issued as accumulation 
of material necessitates, noting up new decisions, etc. 


LEWIN’S ™"™" LAW OF TRUSTS 


By R. |. HENTY and J. P. L. REDFERN, Barristers-at-Law 


The Editors have thoroughly revised this new edition. Parts have been re-written, all the notes have 
been revised, many old cases have been deleted and newer and better authorities have been inserted. 

As a result the comprehensive information contained in the work has been made reliable upon 
every aspect of the law of trusts and more accessible than it has been in the past. 


JUST PUBLISHED Second Edition 3s. 10d. net, post free 


COMPANY LAW IN A NUTSHELL 


By J. A. BALFOUR, Barrister-at-Law 


«. . . although the information is set out in brief, it is sufficient to serve as a ready reminder for | 


the student.’’—Professional Accountant. 
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COST ACCOUNTS 
By WALTER W. BIGG, F.C.A., F.S.A.A. 


Demy 8vo. 294pp. 4th Edition. 10s. 6d. net 


COST ACCOUNTING AND 
COSTING METHODS 


By HAROLD J. WHELDON, B.Com. (Lond.), 
F.C.W.A., F.L.A.A., A.C.LS. 


Demy 8vo. 460 pp. 5th Edition. 10s. 6d. net 


BUSINESS STATISTICS AND 
STATISTICAL METHOD 


By HAROLD J. WHELDON, B.Com. (Lond.), 
F.C.W.A., F.L.A.A., A.C.LS. 


Demy 8vo. 233 pp. 5s. net 


COSTING SIMPLIFIED 


By HAROLD J. WHELDON, B.Com. (Lond.), 
F.C.W.A., F.L.A.A., A.C.LS. 


Demy 8vo. 156 pp. 5s. net 


BUILDING SOCIETY 
BOOK-KEEPING | 


By ERIC G. HOWES, Secretary, Redditch Building 
Society. Demy 8vo. 234 pp. I2s. 6d. net 


A MANUAL OF 
SECRETARIAL PRACTICE 


By F. D. HEAD, B.A. (Oxon.), Barrister-at-Law, 
F. PORTER FAUSSET, M.A. (Cantab.), LL.B., 
Barrister-at-Law, and H. A. R. J. WILSON, 
F.C.A., F.S.A.A., F.C.C.S. 


Demy 8vo. 776 pp. 4th Edition. 12s. 6d. net 


This book has been adopted by the Council of 
the Corporation of Certified Secretaries as the 
standard text-book on the subject. 


THE LAW RELATING TO 
BANKRUPTCY, LIQUIDA- 
TIONS & RECEIVERSHIPS 


By C. A. SALES, LL.B. (Lond.), F.S.A.A. 
Demy 8vo. 471 pp. 2nd Edition. 10s. 6d. net 


MACDONALD & EVANS 


8, JOHN STREET, BEDFORD ROW, 
: LONDON, W.C.1 


POUIIITINiiitihittititc fin i eer eee tebe testieptipeetietess teen ee 


E. IRVINE HALLAS, A.C.A. 


55, TYRREL STREET, BRADFORD. 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 
28 years’ experience in preparing candi- 
dates for these Exams. Painstaking criticism 
and marking of work, and prompt return 
of all papers is guaranteed. Moderate Fees. 
May, 1939, results include the FOURTH 
PLACE at the Society Final. Special 
Revision Courses available for the 
November Exams. 
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FOYLES FOR BOOKS 
ON ACCOUNTANCY 


FOYLES 


113-125, CHARING CROSS ROAD, LONDON, W.C.2 
Telephone : GERrard 5660 (Sixteen Lines) [ms 
OMPANY REGISTRATION wanted ante 1916 if 
C possible. Suitable for Brewery Company.—Box No. 
19, c/o Accountancy, Incorporated! Accountants’ 

Hall, Victoria Embankment, London, W.C.2. 

REPARATION for Accountancy Examinations. Tuition 
(postal or oral) to meet individual students’ needs.— 
CLIFFORD A. KERSHAW, A.S.A.A., The Portal, 50, St. 
George’s Road, Orpington, Kent, Telephone: Orpington 1716. 
A CCOUNTANTS desirous of arranging a Partnership 


or the sale or purchase of a practice should write 

Gordon Ford & Co., 10, Norfolk Street, London, 
W.C.2 (Temple Bar 6177). 

A BOOK every student should possess :—‘* Accountancy 


The Profession That Pays.’’ Write for your FREE 
copy to-day to The Principal, The Rapid Results 
College, TUITION HOUSE, King’s Road, London, S.W.19. 
NCORPORATED ACCOUNTANT (F.C.I.S.), London, 
| wide Company and taxation experience, seeks post as 
Secretary (part time) in exchange for office facilities. 
Replies to Box 18, c/o Accountancy, Incorporated Account- 
ants’ Hall, Victoria Embankment, London, W.C.2. 


Commerce Degree Bureau 


Advice and guidance freely given to all EXTERNAL 
STUDENTS preparing for LONDON UNIVERSITY 
COMMERCE DEGREE EXAMINATIONS. 

STUDY COURSES and Lending Library facilities pro- 
vided for Students who cannot obtain direct tuition. 
Five Reduced Fee Scholarships to be awarded in 1940. 
Accountants and Articled Clerks, especially those living 
in the Provinces, who wish to read for the Degree 
should write for Prospectus, Regulations and full 
details—post free on application by postcard to the 

Secretary, COMMERCE DEGREE BUREAU, SENATE HOUSE, 


UNIVERSITY OF LONDON, W.C.|I. 


@BOO TEXT-BOOKS BOTH 
NEW & SECOND-HAND 
Save money, get your examination text-books from :— 


BETTER BOOKS LTD. 
94, Charing Cross Road, W.C.2 
Telephone TEMple Bar 6944 for immediate delivery. 
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STAPLES ON 7, aw onthe subi i 


is strong, and the ignorance 


4 A C 4 of the taxpayer is colossal.” 
10/6 NET, POST FREE D | Y 
Third Edition is enlarged by 


: RONALD STAPLES, Edit ss ion’”’ 
about one-third and includes some itor of * Taxation 
Being a comprehensive consideration of the Law and 


important — . the arama of back Practice relating to the negotiation and settlement of 
duty cases from the commencement to the liability to Income Tax, Sur-Tax, Excess Profits Duty, 


settlement. Included in the Contents are: Interest and Penalties where income has escaped 
assessment at the proper time. 


A 


@ Mitigation of Penalties 


@ Hoarding Money INVESTIGATIONS FOR INCOME TAX AND SUR- 
@ Voluntary Disclosures TAX cause a_ considerable amount of worry to 
@ ** White Paper Concession” practitioners and the lack of uniformity of practice 
@ Excess Profits Duty adds much to the burden. The subject is a special- 
@ How Back Duty Cases arise ised one and the writer, who has dealt with many 
@ Making the Offer hundreds of cases—from “ both sides of the counter” 


@ Meaning of “ Discovers” 
@ Will the Revenue Prosecute ? 
@ Examples and Tables 


has a unique experience of the subject. Practitioners 
have long sought such a book on the subject which 


@ Fraud and Wilful Evasion will form a real guide to this particularly difficult 
@ The Means Test phase of income tax practice. The work deals with 
@ The Accountant's Duty THE PSYCHOLOGICAL ASPECT and THE PRAC- 
@ Section 140 TICAL ASPECT and contains many hints and practical 
@ Degrees of Guilt examples profusely annotated. 


NEW ENLARGED THIRD EDITION 


Messrs. Gee & Co. (Publishers) Lrp., 6, Kirby Street, London, E.C.1. 


Please supply............... IE cnnicves of SvapLes ON Back Duty by RonaLp SraPves, 
for which I enclose remittance. 
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Executives! 


ADVERTISEMENTS 


This booklet will help you to solve your 


\ 


SEND FOR THIS BOOKLET! 


For the executive concerned with 
the problem of conserving clerical 
hours, this new booklet contains 
many specific suggestions for re- 
adjusting office routine. Write 
today, on your own letterhead, 
for your free copy. 


a. 


} = 


eis 


rro 


ee 


OFFICE PROBLEMS! 


Executives concerned with conserving clerical hours 
are using this booklet to assist them in correcting 


situations such as these: 


BOTTLENECKS 
lf any department or individual is obliged to be 
inactive when work “clogs” at some other point, 
the cause of the bottleneck should be discovered. A 
slight change in equipment or routine may ensure a 
more even flow of work. 

PEAK PERIODS 
Is your accounting department forced to handle all 
ot 
If not, 


items at the same speed during peaks, or can part 
the work be held over until after the peak 
the flow of items through the department must be 
delayed. Newer systems and equipment will permit 


viving certain items the right of way. 
UNNECESSARY DUPLICATIONS 
Duplication of media or records in a separate opera- 
tion takes time and creates the possibility of errors. 
If unproductive intermediate steps are required to fit 
the work to present machines or system, investigate 


* direct to final results ” methods. 


NEEDLESS OPERATIONS 
Studying the work at cach desk may reveal how a 
few simple short-cuts would save thousands of need- 
less Operations on your nguring, accounting, form- 
writing, and statistical work. 


BURROUGHS ADDING MACHINE LIMITED, 
Chesham House, 136 Regent Street, London, W.|I. 


her 


Published on behalf of Tne SOCIETY OF INCORPORATED ACCOUNTANTS AND AUDITORS by ALEXANDER ApNETT GARRETT, Secretary, 
Accountants’ Hall, Victoria Embankment, London, W.C.2, and Printed in Great Britain by T. 


at Incorporated 
WittincHam & Co., Limitep, 


so, Southwark Bridge Road, London, $.E.1.—Sept ‘mber, 1939. 
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